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^vABSTRACT 



. This consumer's (or student's) quide for a home-study 
money management curriculum is divided into five units of study: (1) 
financial plaaning: (2) coping wlt-h credit: (3) protection through 
life insurance: (U) financial aspects of housinq; and (5) making your 
money grow- Each unit con^aine fact sheets, charts, and quizzes. The 
fact sheets in unit 1 cover guidelines for personal and family 
Spending, budget ' planning, and taking financial inventory. The fact 
sheets in unit 2 cover different forms of credit, how to ^jstablish a~^ 
credit rating, how to handle debt, buying a car on credit, and how 
credit laws protect the consumer. Basic types of insurance policies 
and guidelines for choosing A policy which matches individual needs 
is covered in unit 3. Onyt U discusses various factors involved in 
purchasing a house, .alternative housinq options, hoiecwnet's 
insurance, and types of/mortgages. Finally, the fact sheets* in unit $ 
discuss establishing a /^orsonal or family savings plan, different 
ways to stve, different methods of investm^n*, and related 
information and proteotion for the consumer. \ teacher's guide (CE 
©♦23 727-) accompanies /his document, ^BH) 
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Outline and Instructions 
" • . for Use of Units 

Inflation ami economic uncertainty have wrought havoc with many family budgets. 
A majority of consumers have difficulty making ends meet. Personal and family 
financial security, a goal for many Americans, seem» harder and harder to achieve. 
Many consumers do not u)lan their finances and do not realize that strategies 
need to he updated frofn time^to time to adjust to changing life-styles, age, income 
situat ions.^and j^amily st rue ture • throughout life. Many consumers do not make the 
most use of their credit, insurance, and 'saving dol lars. \ Others are not familiar 
with legislation protecting them. Many people feel out of control and do not 
communicate enougli with other fjunily members about fiiyancial matters or do not 
share adequately in decisionmaking. 

This liome-stucly course (self-study program) has been developed fo provide basic, 
comprehensive information on budgeting, credit, insurance, the f inane ial , aspect s 
of housing, and saving and investing. liach unit was platined and designed as a 
sejf-cbntained learning lockage consisting of fact sheets and quizzes^. 

It should be noted that constant .economi c change and new legislation will require 
that the information provid^4 the fact sheets be uj^dated periodically. ^ 

lif forts .were made to make the information contained herein general enough to 
cover a-wide geographic region. However, because of the diversity of state 
laws and*interest rates across the country/ this was not possible, so emphasis 
was plaJed on information relating to New Jersey. 

1. The fodowing is a summary of the various units in this publicatipn. 
UNIT I - riNANCIAL PLANNING 



liow to set guidelines for personal and family spending, how to plan a 
budget, how to take ^ f inane ial inventory and determine your- net worth. 



mi'V II - COPING WITH CRED I^ 

The different forms of credit, how to establish a credit rating, how to 
handle debt, buying a car on credit, how credit laws protect you as a 
cbnsiimer. , 

U NIT in - PLANNIN G FOR PROTECTION: LIFE INSURANCE 

The basic types of insurance policies, ho<(^ to choose a policy that matche^ 
your needs, provisions for extra protection and settlement options. 

UNIT IV - FINANCIAL ASPECTS OF HOUSING 

Factors in buying a house, pros and cons of buying a, house, consider4ng 
the costs, the purchase agreement and the role of the lawyer, closing 
costs and leg^ fees, alternative housing options, homeowner's insurance, 
types of mortgages and how to understand them. 



• • , 1 

• \ .■ 

Outline and Instructions for Use of»Units Pace 2 

• • ^ 

UNIT V - MAKING YOUR MONEY GROW 

' ( 

How and how much to save, estiablishing a personVj or^family savings plan, 
different ways to save, saving versus investing* different methods of 
investing, information and protection fox the consumer. 

Instructions* ' 

Included in each unit packet will \>e a cover let'ter, several fact sheets, and 
a quiz wit,h retu^ envelope. 

a. Read the cover letter--it will explain what materials you should find in 
the urvit packet. Tt will also tell you what date your quiz should be 
returned by. % 

Read the fact sheets and any charts and supplemental materials that 
accompan;^ th^em. ^ • * 

N 

c. Take the quiz. (You may refer to the fact sheet s whenever necessary.) 

* 

d. Mail your completed quiz to us in the enclosed return envelope. 

4 

e. , The^ext unit packet mailed to you will include the corrected* qujz . If . 

your quii? was .returned after the scheduled date, it will be sent to you 
with the following packet. 

' • l^o^Qgnit i6n* 

A certificate of achievemelit will be sent to tho$e participants who complete 
the five-unit course b)^ahswering and re^tuming all unit quizzes.* 



\ b 



'Applicable only if this unit has been administered as a home-»tudy course 
through a County Cooperative Extension Service Office. If not, please 
complete the quiz and Evaluation Questionnaire and iietain fbr your own 
benefit and reference. 
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individual Learning Units: 
Unit I — Financial Pjannir^ 



« I 



Denise M Matejic. Assoaate Specialist fn Family Resource Management, 
Department of Home Economics, Cooperative Extension Service. Cook Colleae 
Rutgers University, N J. ' 

September 1979 *~ 
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YOUR MONEY MATTEKS 
Financial Planning - UNIT I 



, FACT SHEET #1 



INES FOR PERSONAL AND FAMILY SPENDING 
' 1 1 



Examfning personal and family needs, sAting goals, conununi eating, and • 
identifying values are the stepping stones to efficient financial management. 
But they must all be reexamirjed periodical ly since they .will change as both 
you and your financial situation charrge. 

If rou are ready t6 work with your financial'' situation so that it will be . 
able to work ^r you, take the following steps; • . ^ * 

EXAMINE Y.QUR PERSONAL ' SiTUAt ION " * 

' \ . . ' A- ' 

Are you planning any major changes this year, e.g.. changing jobs, moving, 
buying a house, gett irvg- married, -or entering the job market? How will these 
changes affect your financial needs? Ask yourself what special requirenents 
there will be this year that might put an extra financial strain on your 
'budget. Are there any special bills you. are expecting during the year? Are 
you plannin^^ purchase a car? To ^o on vacation? Are t^ere any major 
insi^anc^T^aymknts due during the year? How is ydui^ credit situation? Are 
the bills comi-hg in faster than you are able to handle them? 

When you examine your situation--your personal rieeds--you might find that 
major changes need to be made. If so, work to mkke those changes possible. 

THINK ABOUT YOUR GOALS 

Youi*. short-term goals are the things- you want to accomplish within one year 
wl^ilc your long-term goals are" to bg^hieved during the years to follow. 

People whd set goals for themselves are often more successful than those who 
don't--they know where they 'rp' going and what they want to achieve. Commit 
yourself? Write down your goals and their cost, if applicable. .Think about 
how you can achieve th'em. 



GOALS 

^«?— 


No. 1 


• Cost 


No. 2 


Cost 


No. -3 


Cost 


ShORT-TERM 












• 


LONG-TERM 















(COfWUNICATE WITO FAMILY MEMBERS . 

Other members in your family may have an influence on how money is sp^ and/or 
how nuch money xcomes into the family. You may have difficulty meeting your 



Fact Sheet *l , ' • . 2. 

personal goa^ because it conflicts with the goals of other family members. 
Therefore, you need to openly communicate with, the other members^ set 
priorities, and do spme compromising. 

There is considerably less argument— both about money and other subjects--in 
families where both husband and wife share .in making financial decisions.* 
Communication and joint decision-making are particufarly important, regarding f " 

^ the budget - set tijig up a realistic savings, and spending plan | 

, ' and sticking to it . 

savings ^ - , how much to save; when to draw on it; who keeps- - 

a savings account in whose name; and how much should 
be kept in a joinJt savings account. 

consumer credit hgw nuich credit to take onj where 'to borrow,- at what 

intfcrest rate; who is responsible for making payment; ' 
wha4, impact ^es the credit? payment have on the 
' * total budget. ^ — 

These are just a few of tte items which should be discussed and handled in an 
open and honest way . >-v^ 

DISCOVIIR WH>\T I^JFLU^»:S YOUR.'FINANCIAL DECISIONS ' ' ' 

Let'-s talk about the importance of our own value system as an. influence on 
our spending behavior withift^the family.^ tfhen you examinp your personal . 
finances, think and talk about your attitudes and those of other family 
memUors regarding money. Do you shop for food compulsively every day of the 
week or do you prepare a list and follow a certain budget? When you go shopping 
is It because of a decisiori based on needs or do you spend because you are bored 
or uifhappy? When hoUdayji arrive, do you tend to spend more than you can really 
afford because you want to give love in the form Of gifts? 

Think about the attitudes of your family members including your parents and your 
in- laws, bepaus-e they certainly influence your life, the way your partjnts react 
to your spending behavior, how money was handled in your home when you were 
young, the values 'held in the community whe>e you grew up, and the people sur- 
rounding you--all these have an influence on how you spend. 

Understanding your own and your spouse's reasons' for spending will increase 
your ability to handle money matters effectively. 

* As found in the survey "The American Family Report" conducted by 
Yankelovich, Skelly 6 Iftiite, 1974-5., 
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YOUR MONEY MATTERS ' ' • • 

FinanciarPlanning' - UNIT 1 ■ FACT SHEET #2 

t 

BUDGET PLANNING 

: ; 7 

' . ' ■ \ 

To achieve a* balanced budget, take the following steps i 
•KNOW YOUR NET ^NCOME \ 

Xhbw^and write down your ne^ income--the amount of money that comes into the 
^household after taxes, social security payments, and other items have be6n 
dedyicted. , . , 

KN9W HOW AND WHERE YOU SPEND » 

Go over youc canceled checks, receipts, department st'ojp financial state- 
ments, bank statements, etc/, and try to remember what^our past purchases 
were. 

^Start to write down all your daily expenditures. Take a red pencil and 
^circ'le all the purchases which you feel were unnecessary. 

Examine your spending item by item at. least once every week or two. Decide 
'where'you spend compulsively or without planning, and make necessary changes 
for the future. 

Kilow YOUR IRREGULAR FIXED EXPENSES 

If you have a payment of several hundred dollars due, divide that total by 
the number of paychecks you will be i:ec><?iving. 

It is better to put a'side small sums of money than one large lump sum. Let's 
say that your car insurance is due August 1st and is $416 for th'e year. If yoix 
figure it in your paycheck per week, you would only need to put aside $8 a week 
foT^this insurance ($416 ♦ 52 = $8) and thentheSe $8-sums would be budgeted 
throughout"* the year. The money can be put in a checking account or, better yet, 
in a special savings account ^et aside for such purposes. 

KNOW^YOUR REGULAR FIXED EXPENSES 

Regular fixed expenses are rent or mortgage payments; insurance payments, 
including automobile, life, property, health, etc., fif you set them aside 
regularly); installment payments; emergency funds; and any oth«r fixed expenses 
you have. One good way of dealing with air expenditures is to calculate them 
per paycheck period, though some people prefer-4^ do it on a monthly basis. 



Fact Sheet #2 ■ * ' « • '2 

YOUR FLEXIBLE EXPENDITURES 

Flexible exp<>ndltures Include fbod expenses; liousehold supplies, including 
repairs and mnintenance; clothing And personal expendi-tures; medical and 
dental costs; fpending for recreation;* transportation costs; utility charges; 
any charge accent payments you have to make; etc. v 

The following is a helpfwl tip regarding flexible expenditures: hobbies, 
sports, and entertainment can cause large expenditures. These items might 
not have to be paid for''all at one time. You might want to plan for your 
vacation over the whole year and again divide it by the number of paychecks 
as we did befoiie with the car insurance payment. This way it can be -carried 
as a "regular" expense. , 

, ■ . • 

Once you have written down all' your fixed and flexible expenses, deduct them 

from your net income. What you have left are the monies you can put aside 

for savings or investments to meet future goals, or for any other personal 
goal you may have. 

Net Income (take-home pay) | 

Less total expenditures (f^ed and flexible) 
Money to do with as you please (save, spend, etc.) 

By taking the steps abovK you can make suve that you will manage your money 
instead of letting the bills manage you. H 

TIPS FOR BUDGET PLANNING * 

i 

U^ing Checks 

. Pay most cff your bills by check. This will help you kepp better traci; 

I. of your expenditures. ' 

Write dawn the purpose of each check. Add an asterisk (*) if you think 
that the amount might qualify as 3 tax deduction at the end of the year. 

Identify on the check the category into which this expense falls-- 
fpr example, education, business, church, contribution, child care, 
.. intere s t " poiltion of a loan or cf edit. 4. 

Keep checks returned by mail in two different envelopes. One envelope 
will hold information for general reference and record-keeping purposes. 
The second envelope will hold those checks that are related/to tax 
^ deductions. In this second envelope, flso keep track of. those expendi> 
, tuVes for which you don't have a check. You do this by enclosing a 
receipt, slip of paper, etc. * 



Heet #2 • 



Wt tch Your Dally Spent! ing 



\y people have found that \ simple sheet of paper, where one can 
•wtlte down dty-to-dny spending, helps to keep coatrol over expenses. 
Mahy times we spend $1,50? $1, 50i, or smafler amoiUnts of money and we 
doii't even realize it. If we keep a record of our spending, it makes 
us aware of the leaks in our budget, and the habits we may wish to change 

Kec|p in mind that the modern way to budgejt ,is not just bookkeeping and 
record keeping and should not be considered a difficult chore or a • 
nuisance. The modem way to budget is to program your dollliraL accorct- 
ing Wo your own preferences and needs. 

Be awaL* that you are constantly confronted with choices which require 
you to Wke decisions. Be also aware that once, you al locate funds for one 
item, yo\may have to do without something else. For example, a vacation 
or a piece of furniture will pot only cost ifou dollars., but may force you 
to postpone the purchase of a car. 

Cha rt Your Financial Course: >Xnticipate Expenditure^ and Incoming Bills 

A budget plan will serve you better if you're able to anticipate expendi- 
tures--especially if these expenditures are payments that occur at 
irregular intervals during the year, or credit card payments that are 
due at different times of the year. 

F.xamples of anticipated expenditures are insurance (due August and 
January), tuition (due August and December), air conditioner repair (due 
next summer). Federal Income Tax (due April 15), magazine subscriptions, 
club dues, and vacations. 

Table 1 (page 4) will help you analyze your anticipated expenditures for 
the next 12 months and give you a clear. picturje of how your payments are 
distributed. First, determine the monthly expenses for an itejsfl and entei 
them in the appropriate columns . Add horizontally the monthly Expenses 
to find out the yearly expense. By dividing this yearly total by 12, you 
will get the average monthly expense for this particular item. . 

Next, vertically add up all your monthly expenses to determine your 
total ,anticipate(^ expenditures per month. Then horizontally add up these 
monthly totals, divide them by 12, and you will have the average antici- 
pated expenditure pfer month. 

A^biir reminder (page 5) is another useful tool in budgeting. It serves 
as a record of your unpaid bills as well as a checklist of payments and 
outstanding balance;s. ' * 

Table 2 is a bill reminder that you can fill out and save. If used 
regularly, it will keep you up-to-date on all your bills. 



1 i ' Foi: Fact Sheet #2^ Page 4 

• N \ Anticipated Family Expenditures Within the Next 12 Month^s . ^ , 

Directions: Fill in the amounts of ant icipatcd 'expenditures below as best you caft. An example is provided: 



Item 



Jiin. Feb 



'eb. Wr, 



*Add 
monthly 
figures 



^Divide by 12 
for average 
monthly sunount* 



Vacat ion 



Apr. 



May June 



MX. 



$500 



Aug 



Sept . Oct . Nov. t)ec. 



$100 



$600 



$50 



Total 
Amounts 



Exanple 

* $500 ♦ $100 - $600 
** $600 ♦ 12 - $50 * 

The $50 is the monthly amoUn't needed to be set aside. 
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TABLE 2 
Bill Reminder 



For ?act Sheet #2 



Page 5 



DIRECTIONS 



DATE 

RECEIVED 



Fill in the information on bills the day they arrive and when payments are made. Always 
include Ainpaid balance if applicable. . . 



TYPE OF BILL 




DATE 

AMOUNT OF PAYMENT QATE . AMOUNT NEW UNPAID 
TOTAL BILL DUE PAID PAID BALANCE* 



r 



COMMENTS 



ERIC 



* Anount of total bill minus amount paid. 
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Pact Sheet »2 .6 

PROGRAhf<ING^MY $'s 

Budgeting neons programming your $'s. This means having control "ov^r your . 
expenditures by: * 

% Reviewing past spending periodically. • , 

Recording expenj^ittireis each pay period. ' ^ 

Projecting future spending. 

' • ^ » * 

4lere's what you should do: * 

• 

Step 1, Before you program your dollars, writQ down your gQals. Be very specific. 
(^V this year, jcar next year.) Include all family members in the dis- 
cQssion. Find out how they think the income ishould be allocated.-^ . 
Individual members are usually surprised at the other members choice^ 
and preferences. Writing down goals and discussing them will help each 
member understand and tolerate the desires of the dthers. 

Step 2. List your day-t6*day expenses^-especially if you feel your financial 
situation does not allow you to live up to your expectations. (See 
checklist of day-to-day expenses.) 

Step 3. Start with your net income (take-home pa>) and deduct all fixed expenses 

you incur under your current standard of living. The amount you have left 
^ over is what' you have to live on. If you -cannot, mp.ke ends meet, then you 
would* have to lower your fixed expanses or supplement your income. 

r ' 

One purpose of setting up a budget plan is to meet individual or family goals an<J 
needs. Write down your current, and 'anticipated monthly expenses on the fbllowing 
list as they fit your spending pattern and your situation and needs; Using this 
checklist will help you Identify your personal expenditures and analyze your 
spending pattern for comparison with past and future expenses. ^ You can also make 
a copy of this chart, include it in a three-ring binder, and use it to compare 
current monthly figures with past expenditures. Savings can -result if you cut 
down on yoUr flexible expenses^ 
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CHECKLIST OF DAY-TO-DAY OR MONTHLY EXPANSES * 
(includini what you sot astde fof savings) 



FOOD: 



CLOTHING: 



Rent or mortgage payment 

Property tax^ insurance 

Fuel (heat) 

Gas d electric 

Water, s>wer 6 garbage 

Maintenance and repair 

Other 



Groceries, other f^ood Supplies 
Meals 

School lunches, business lunches 
Milk 

Bakery or delivered goods 
Other 



Normal needs of all members of family 
or self 

School clothes^office- clothes 
Seasonal 

Laundry § dry cleaning 6 repair 
Special events, shorts clothes 
Other • , 



r 



A 



HOUSEHOLD EXPENSES 
AND SUPPLIES; 



TRANSPORTATION: 



Cable TV < 
Tools 

Regular repairs 
Towels, linens, ^tc. 
Cleaning supplies 
Telephone 
Other \ 



Gas S 611 ; ~ : 

Auto repairs, tires 

Automobile insurance, license fee, 

inspection, etc. 
Public transportation, parking 
Other <l 
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Page 2 of Checklist of D«y-to-Day or Monthly Expenses , 

. : ^ 

> MEDICAL: j_ ' 

Doctor . W 

Dentist ;1 
Prescriptions 9 drugs 
Glasses 
Insurance 
[ ) Other 

PERSONAL EXPENS^S:^ > , . V . ^ 

Self, e.g , cigarettes 
Spouse, e^g*, tobacco, office^^related 

expenses ^ 
Children: scKY)o1 costs, allowance,, etc; 
Beauty car«,% toiletries ^ 
Recreationf (vacation, sports) 
Hobbies, pets, gifts, music lessons, etc. 
Movies, plays 

Home and other entertainment 
Other ^ 



MISCELLANEOUS: ■ 

' Newspapers, jonagazines, record clubs, other 
Organizations (union fees, dues, clubs, 
other) 

Gifts (birthday, Christmas, other) - 

Equipment ^'t" 

Lessons ' r ^ 

Babysitting 

Alimony/c)\ild support 

Alcohol, other beverages 

Social Security . 

Income tax, other 

Other 



EDUCATION: 






. L-^ 


t 




Tuition 
Books 
-Supplies 
Magazines 
Lessons 
Equipment 
Other 


« 

• 


WnATIONS: 






Church 
All other 
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,0 



INSURANCE 



SAVINGS: 



Life-insurance, health, hospitalization 

Retirement fund 

Other I 



if 



^Adapted from the Madison Consumer Credit Counseling Service's Forum 
on Budgetings Madison, Wisconsin. 



\ 
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Fact Sheet #2 ' . . . 

. *^ PROGRAMMING MY $'s 

» ■ • 

• ' Setting up a yearly or m(int;hly<^udget 

This chart is an additional tool which caSPkid you in setting up a yearly^ or monthly budget. Your budget is a 



personal guideline for spending. By organizing your expenses into categories, you can be on your way to 
"programming your $*s.*'W 

$ 
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TOrAl INCOMl'. > 
(salary, wages, interest 
dividends, social 
security, and other) 



less all withholdings 
(See (a) on next page) 



lAKli-MOMi: PAY 



FIXHl) FiXPF.NSES (b) 

Rent or mortgage payments 

Insurance payments: ^ 

Automobile 
Life 

Property 

Health, hospitalization 

Installment payments (c) 

Hmergen^y fund (d) 

Any other (e.g. Food stamps) 

FI.liXIBLK F.XPHNSFS (e) 
Food (f) 

Household supplies 

( repairs , maintenance) 
Clothing and personal 
Medical, dental costs 
Recreation (g) 
Other (h) 

Cost of transportation(l) 
Utilities (j) . 

Other charge accounts (k) 
Any other (See checklist) 

AL EXPENDITURES NOW .... . 



L 



f 
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3. TAKE-HOMF. PAY 

Less TOTAL 

EXPENDITURES 



AMOUNT WHICH CAN BE 
SET ASIDE FOR SAVINGS, 
REALIZATION OF FUTURE 
GOALS. INVESTMENTS, 
OR JUST FOR ••FUN". 

(1) 



/ 



GOALS 



MY 



Short-term; 



Long-term; 



'manage YOUR MONEY INSTEAD OF LETTING 
THE BILLS MANAGE YOU... THE CHOICE IS YOURS 
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NOTliS ON "PROGRAMMINC. MY $ ' s" 



(ur Income ta.x, social secuj-ity, hospi tal- insurance, credit/union withholdings, 
union dqes, and any other automatic deduction from wage or salary, v - ' 

■ ftp) Total iijll known fixed expenses that you will incur over the next yfear. Divide 
the total into the number of paychecks you will be receiving. It's better to 
allocate ^mn\l sums than one large lump sum 'to pay for the expense. Fxample: 
Car insurance is due August lS--put aside $8 per week for the insurance rather 
than pay $410 at one time. 

(c) When you take on an installment debt, you sign a contract. This is a legal 
• document and is binding. The installment payments are then fixed expenses. 

The amounts are predetermined in size and date. 

(d) limergoncy fund is listed under fixed expenses as a measure of protection so 
that you have something to fall back on in case a need arises unexpectedfyT^ 

(e) Calculate for each jpaycheck period or per month or year. 

(f) If you pi^chase topd stamps. \)ut the exact amount under fixed expenses-. 
Only additional ,cash out'lay is recorded under flexible expenses. 

(g) Hobbies, sports, entertainment, vacation', etc. You might want to divide tl^e > 
money planited for your vacation over the whole year and carry it as a regular » 
rather than flexible expense. ' 

Ch) Social obligations, gifts, charities, repairs, maintenance, church, Christmas 
cliib, vacation club, etc. 

(i) Include car, bus or train, license, regi.strat ion , gasoline (cash o*r credit), 
and auto maintenance. 



(j) lelei^hone. gas, electricity, heat, water. 

(k) . Whether you use credit cards or t^uy on a regular .30-day charge accovint or 

revolvi^ng charge account , ;you can adjust the payments more or less as they fit 
into your budget. • Include the payments you want tp make in your flexible 
expenses under the corresponding item--Qhi Idren ' s outfits under clothing; 
gasoliye under transportation. If you prefer, combine all charge accounts 
and 1 ist under (k) . - 

(1) Treat yourself to an evening out, buying something that you have Wanted for 
a long t ime, etc. • 

/ 



O 



Or. 
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YOUR MONEY MATTERS 
* Financial Planning - UNIT I FACT SHEET 

TAKING FINANCIAL INVENTORY • " 



HOW MUCH AM I WORTH? 



Taking financial inventory means determining how much you are worth in dollars*- 
and c«nts. It means calculating your financial net worth. This is a simple 
p^cedpre which can bring you great benefits if followed regularly. It is a 
good Idea' to calculate yoyr net worth once a year, or more often if your personal 
situation should change. ^ v 

One benefit of going through these calculations is that you wiy have an exact 
picture #f your financial situatiQn at a particular point in time (e.g.. December 
31 of a given year). This gives you a means of comparisoir for the next year. 
Thi< comparison will Jielp you in making major personal . decisions not only i^. 
relation to, personal and financial management, but in relation to long^.term'^ 
pej^sonal and Career goals. 

Another benefit of going through this procedure regularly is that you will have 
records of proof for insurance claim purposes ^ if you ever need them, and evidence 
of your assets at the time of their purchase. It is considered a gOQd idea to 
save receipts., and to take pictures of all your valuables. Keep them with your 
annual financial net worth statement in a safe place. 

A third benefit is that banks and lending institutions may require a financial net 
worth Statement before loans are given. If you take your financial inventory and 
have this, information readily available, it. will be much easier for you to get a 
personal' loan or a mortgage for a house. 

STEPS I N#AKlNG FINANCIAL INVENTORY * 

• • . -I - - , 

• , S • - 

Liquid Assets (That which can 'be rea,dily converted into cash) 

Take out yoiir checkbook, your savings book, and a pencil and paper. Write down 
the monies you have right now in your checking account and in your various savings 
accounts. Do you own any stocks or mutual fund shares, or U.S. Government savings 
bonds Series £? These assets should. also be listed here. All of these assets are 
liquid., which neans that they can be readily converted into cash. (See aLso the 
section entitled "My Liquid Assets" in the supplement.) 

Other Assets (Possessions of value) 

Also of vAlue are the things around you- -furniture, rugs, stereo system, radio, 
photographic and other equipment, paintings, jewelry or furs. etc. 
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It doesn't matter what you paid for them several years ago becauses th^s'e values 
have since changed. You need to do a little comparison shopp*ing to come up with 
their market value. Market value is ttte price you ^:ould get for those items if ^ 
you were to sell them today. Don't forget your cat and your house, if you own • 
one. They have a market value, too. Write down^he vftlue of all the items* that 
you own. * 

• ■/ 

Liabilities (That which you owe) ' . ' 

Now make a list of your liabilities--everything you owe. You have short-term 
liabilitie5--those bills that ybu must pay right now (e.g., phone, \itentist, 
department 7^ t ore ) ; inter«ediate*tenn liabilities^ which must be paidjlit*hin a year 
ta 18 months (e.g., photography equipment for a darkroom, typewriter); and long- 
term liabilities > which must be paid over a number of years (e.g., installment 
credit you have outstanding on furnitur^^ car loan payments you have to make to the 
bank, the mortgage on your house). ^ . ' 

Net Worth . (How much you are worth financially) 

Now that you have written down all your assets anU all your liabilities, subtract 
what you owe from what you own. The ^ount that you come up with is your financial 
net worth at a particular point in time. This statement pr form is also called a 
pcrsortal balance sheet. " ' » 

The special value of this exercise for any individual or. family is that it provides 
* personal , balance sheet) .with which to compare bn^'s financial situation 

from one year to another. If your financial netwprth doe* not increase from year 
to year as you would like it to, look into the situation an^ see why. Have your 
liabilities increased more than you realized? You may have ^tArted to deplete 
your savings and may not have been aware of the situation. Yeiu nbw have a tool to 
get a handle on your total financial situation, and manage your money, matters more 
/ efficiently. ' 

^ 4 

Make a copy of the form "Vour Financial Inventory" (next page); then take your . 
financial inventory and calculate your net worth. Next, datd the document and 
keep the' copy in a safe place. Also, attach ^otographed receipts of valuable 
items--fumiture, jewelry, etc. —if you can. ^Compare this inventory with next 
yearns invent^jy to see how you fare. 
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' YOUR FINANCIAL INVENTORY 
< X. 
A general practice for business, educational, and other organizations is to 
complete an annual balance sheet and to conduct. a regular inventory. They do 
this to check on their financial status and on progresis made (or loss incurred) 
during the preceding year. v-uncu; 

Individuals and'fdailies should consider themselves aseconomic units arid should 
also include such an examination in their "annual checkups." 



YOUR ASSETS 
V- 



(a) i^~ balance 

(b) - market value 



cash surrender 
• value 

(d) * cui>rent redemption 
. value 



(readily convertible to cash)-- 



(b) 



WHAT DO I OWN? 
; My L^uid Assets 
Cash 

Bank Accounts: 

ChecJting (a) . 
Savings (a) 
Savings bonds (d) 
Life insur^pce (d) 
xBonds: ^ » 

^ Government (b) . Municipal 

Corporate (b) 
Stocks (b)," Mutual funds (b) 
Miscellaneous: 

Prepaid taxes 

Prepaid insurance 
Other (gold bullion, silver bullion) 

My Other-Assets- - 

Cash value of company retiremefit fiind 
(belongs to you whether you stay 
with company or not) 
Cash value of private pension plan 
Cash .value of profit-sharing plan 
Home (b) 

Other real estate (b) 
Vacation property 
Cars (b) 

Personal property (b) 

silverware, jewelry, furniture, 

large appliances 
Other personal property (h) 

stamp collection, coin collection 
Real estate held for income (b) 
Investment in antiques, art collection 
. Debts otner^i owe you 
Other 

/ 



rlitu 
I \ 



Value 
Today 

Date 



Value 1 
Year Later 

Date 



Value 2 
Years Later 

Date 



\\ 
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Total Assets 



On 



2s 
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, YOUR LIABlLltlES . 

. ^ ^ 1 Year '2 Years 

Later Later 

Date Date - Date 

p , 

■ . . _ _ V 

WHSvT do I OWE? > ^ • 

- Mjr Liabilities (debts)— ^ 
Current debts 

charge accounts, credit cards \ 
• real estate taxes, personal taxes due * 
Installmbnt debts (balance due) on 

furniture, TV, appliances^ car, etc. 
Mortgage debts (home and other real ^ 

estate) 

Miscellaneous (loan on life insurance 

policy, small business loan due, etc.) ( . 

Other debts * 



Total Liabilities 



^0 
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YOUR NET WORTH 



How h4uch Ab I No^th? 

Net worth i^uals total assets 
ainus total liabilities 



Total Assets 
Total Liabilities 



4 



ET WORTH 

— 



This is a preretlrenent checklist: 

I ' 

<* _ ^ 

List your expected income after retirement: 



income from social security* 
company retirement benefits 
{ncome from annuities, rents 
income from savings 



Total per month 



In 



Disability protection: 

. private disability' insurance 
. social security disability 
payments (including SSI)** 



II 



Extra protection in case of death 

. face value of life insurance policies 
remember/ if ther.e is a loan on the 
policy outstanding, the amount of the 
loan should be deducted from the face 
value of the policy 
socia| security payments to qualified 
survivors** 



Other 



IV 
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*!^L}"^°";^^°\°" social jecurity. check personally with your local office. SocJS) security rAulations are ^ 
coiylex and each case is different. This includes the Supplemental Security Income (SSI). whicKis now available 
,tothose%ho qualify (<^er «5, disabled, blind, with limited resources, etc.). / 
**You can also check your social security record and request a statement of your earnings. , 

. ■ • • ■ • •• , ;v.. 32 
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Dear Friend, 

This quiz cover* Fact Sheets 1. 2, and 3 of Unit I - Financial Planning. 

After reading the fact sheets, you are ready to Complete the quiz. Ferfl free 
to refer to your fact sheets whenever necessary. Please follow the quiz 
instructions and return the quiz in the return envelope.* 



Name 



^ Addres|s 



' Zip 

Instructions: 

This ciuiz contains two types yf questions, true-false and multiple choice. 

• True- false: Circle "T" if the statejnent is true and *"F" if the statement' 

is false. . 

Multiple choice: Select the best possible answen and write the corresponding 

letter in the blank provided. 

^) ._ Which of the following may influence your financial decisions? 

a. parents' attitudes d. your children's needs 

b. your mood e. «^our decision td change jobs 

c. your spouse's goals f. all of the above 

2) T F Before setting up a budget, you should understand family values, think 

f about your goals, examine your personal situation, and communicate with 

other family members, if applicable. 

3) T F One purpose of setting up a budget plan is to meet individual and/or 

family goals and needs. 

4) T F Net income is all the money that you earn before taxes and other deductions 

are subtracted,. , 

5) T F Pa)ring bills by check can be a helpful tool for record- keeping purposes. 

6) T F One way to meet lai;ge irregular payments, such as car insurance, is to 

break down the large sums into small sums which can be set aside until 
the payment is due. ^ 

7) T F Rent or mortgage payment is considered a flexible. -expense. * 
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8) T F .L;L^uid assets are easily converted Intd cash within a short period 

of ti»e. " 

9) Financial net worth is: 

a. total assets ainus total liabilities 

b. Jlquid assets ainus other assets 

c. original price Minus market value 

d. ' liabilities Minua^ liquid assets 

10) ' It is possible to control your money rather than baving your money 

control you by: . . „ ' 

a. taking financial inventory 

b. understanding individual and/or family values, goals, needs, and 
priorities 

, c. developing a workable budget 
d. all of the above 

. . . , , ' . 

We would appreciate the foflowing information to help us improve our service: 

Have you used *br shared iny of this information from the fact sheets or 
do you plan to do^^so?* \ 



Yes No 



If yes or no, please explain. 



♦ 




Applicable only if this unit lilt been administered through a County Cooperative* 
Extension office. ' If not, please complete the quiz and retain for your own 
benefit and reference. ' ' . 



Unit.lJ— Coping with Credit 
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Denise M Male)ic, Associate Specialist in Family Resource Management. 
Department of Homo Economics. Cooperative Ixtension Service. Cook Colleae 
Rutgers University. N J 



Septenr^ber 1979 



YOUR MONEY MATTERS 

Coping With' Credit - UNIT II ' , TOrSRElTirl 

■ . "^"^ ' 

WHAT IS THIS PRIVILEGE CALLED CREDIT? 



WHAT IS CREDIT? 



Credtt Is defined by the dictionary as "belief; confidence; trustworthiness."* 
Credit is a privilege for those who are willing to assume the responsibiliti«^l it 
carries. Buying on credit enables people to have what they want when they want 
it, even if they do not have the caih'on hand. 

But credit can be a mixed blessing. Impulse buying or the ease of saying "charge 
it" can get the best of you, creating a buying habit that gets out of hand and 
generates many bills. ^ ^ ^ 

How you spend money and how many credit cards you use is your personal decision 
Analyze your personal or family needs realistically. Scrutinize them and set 
priorities. Make an overall financial plan ^hat is tailored to your circum&tances. 

4 > 

Consider your credit situation when you devise an oveMll savings and spending pLan 
How much credit (debt) you can safely assume will depend on: 

— » » 

. The size of your family-its medical, clothing, food, housing, and "school 
expenses. 

The St ability ''of your job--whether it is secure or not. 
. The size of your Income. 

Whether additional^ payments will fit into your overall budget and stiU 
/ leave some cushion for an emergency- -consider housing, transportation, 
insurance, current debt, and other financial obligations you may have. 

There'is a rule of thumb which says: 

Consumers should not have more than 20% of their take-home. pay outstanding in 
consumer credit (not counting home mortgages). Some say not more than 10-15% 
should be outstanding, and this amount should be repa/able with'in 24 months. Nowa- 
days this wiM not always be possible, especially in the case of car loans. But 
the gi^eline^sjjould at least be considered. 

TIPS : 

Do not use cretfit if you are already finding it hard to pay your bills, at 
the beginning of each month. If you find yourself making payments oh your 
mortgage later and later every, month, talcing on more debt is not for you. 
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Try to have three months' salary in the bank to fall back on should you 
need it. Renember ^hat When you buy on credit, ypu have to pay finance 
charges (interest) fox the privilege of buying now and paying later. 

WHAT PAYMENT OPTIONS ARE AVAILABLE? " , 

Paying Cash - . ' 

There are certain obvious advantages to paying cash- The price is paid in 
full at the time of the purchase; there is no need to keep up with monthly 
payments. With cash and ca^ry, there are i\o futther^ntracts to comply wit^ 
The buyer does not have any finance charge or int^e/est added to the purchase 
price. This can be quite & salving in the long run. Also, the goods are 
yours and you don't owe anyone ^any thing; 

Three disadvantages might he that you have to pay the total price all at 
once. This is fine if you can afford it. You might have some difficulty 
exchanging or returning merchandise, but it is ^ossibte to do so in some' 
cases. Finally, the seller might feel less inclined to service cash 
customers, in an efficient way. ^ . V 

Use of cash is determined €y your budget, and how you prefer to save and 
sp^nd. 

Buying on Credit ■ 

What are the Advantages of Buying on Credit? 

Buying on credit can be a form of forced savings. An individual or 
family may find it easier to pay off a debt in regular amounts than to 
save the money first and then make the purchase. Because of the high 
cost of credit^ this may may not be the ideal way of managing one's 
resources, but it's better than overspending and not saving anything. 

Charge accouivts and credit cards are convenient. There's no need to 
carry large amounts of cash. 

Buying on credit gives you the use and, in some cases, the ownerjsjtip, 

of upods or services for which you cannot afford to pay on the spo^. You 

may need or^ant the item n^ but lack the necessary iPunds. 

What Are Some Disadvantages of Buying on Credit? 

. - You may be tempted to buy more than you really need, just because it's 
oiasy to say^ "charge it." . • 

<* 

It is easier for you to be lax in making choices. Maybe you don't need 
a color TV, and it's really too expensive, but because on credit it's 
only $10 a. week, you buy it, forgetting to comparison shop. 
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. Individuals or families who habitually buy on credit often pay an 
additional charge on everything they purchase- -adding as much as 18 
percent oi^ more to the cost of the goyods or services. 

You may have unexpected needs or emergencies which will be hard to pay 
for if you've tied up your money in credit payments. 



COMPARE FORMS OF CREDIT 



Credit Cards and Charge Accounts 

- No downpayment ts required. 

Application for basic credit is madte 
and, when accepted, the buyer rleed ' 
only sign a receijat In return for the 
goods at the time of each purchase. 
You 'will be sued If you don't pay. 
You then have to pay what you owe plus 
court costs. 

« 

- hk) finance charge If account Is paid ' 
wVthin the stipulated time after 
receipt of monthly statement, (usually 
30-60 days after bllLing date). Pay- 

^ment can be made In a flexible way. 
Usually there. Is a minimum monthly 
payment. In the case of a revolving 
charge, there will be an Initial agree- 
ment between the buyer and selter on 
the credit celling (the limit up to 
which the consumer can charge or borrow 
atV any given time) . ^ : 

- Used for purchase of small consumer 
goods and services. Convenient. You 
need not carry large amounts of cash. 
Malces it possible to take advantage of 
sales. 

- Buyer has possession and uSe of goods - 
and is legal owner. 



Merchandise can usually be returned 
or exchanged easily. 



Installment Credit 

- A downpayment is usually ^•equired. 

- Buyer signs a closed-end, conditional 

* sales contract that is a binding legal 
document. NoofulfiUment of any point 
in the contract can result in repos- 
session or a lawsuit. 



Amount of each installment payment 
is predetermined and included in the 
contract. Usually payments are made 
at regular intervals ^weekly or monthly) 
over a period bf 12, 24 or 36 months. 
Finance charge is always added to the 
purchase price and wiir be included in 
the regular payments. 



Generally used -for purchase of hiajor 
items, e.g., TV, furniture, car,* 
appliances, etc. 



Buyer has possession^d use of goods, 
but seller retain^, title and is the 
legal bwner until the last payment is 
made. 

Merchandise cannot be returned or ex- 
changed. The contract cannot be" 
cancelled. O 




Pact Shefij; #4 



/ 



- Servicing of ■orchandiso is usually 
easier for "preferred customers" 
who have charge accounts or credit 
cards. 

* 

- Short -tern convenience is nice. 
If used carefully, it should nftt 
cut too far into your future income. 



4. 



Servicing of me^handise is\sually 
easily oht^^Utd. 



- Takes away from future income b^ause 
of monthly payments due for predeter- 
• mined length of time. 



Before you decide which form of credit to use or whether to use it at afirilnform 
yourself thoroughly about the different t^es of credit and the options available . 
Then you can make a respon^ble choice that will fit within your budget. 
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YOUR MONEY MATTERS 
Coping With Credit - UNIT II PA^t 'SHlabY H 

HOW DO I ESTABLISH A CREDIT RATING 

AND WHY 1& !t ^6 !MP6Rta^^ 



♦ 

YOU AND YOUR CREDIT RATING , ' 

Whether you are single and just stepping into the labor force, newly divorced, 
widowed, or happily married, it is important for you to establish a good credit 
rating. Later it will enable you to qualify without difficulty for a loan when 
you need it most. Keep records of financial transactions and act, responsibly. If 
you cannot, pay a debt, speak to the lender and negotiate. 

There are many places where you can apply for loans or tredit--bawlcs, small-loan 
companies, credit unions, and retail stores--but be aware that costs vary from 
place to place. Before making a final decision about applying for credit or a 
loan, shop around and decide which lender offers terms that best suit your ,own 
situation. 

ESTABLISHING YOUR CREDIT RATING v ^ 

There are several ways to establish and maintain your own credit rftting. Since 
individual needs vary, you may find that some are more helpful to you than others. 
You can pick and choose one or more of the suggestions below which best. apply to 
your circumstances. . , • 

. If you are divorced, taking on responsibility for jointly incurred debts will 
indicate that you are financially dependable. 

. Get a full- or part-time job. After you have worked for several months, take 
steps to establish a good credit rating. Be aware that you raky have to be 
emplaye<|: for 3 to 12 months before you can qualify for a cash loan or other 
types of credit, depending on the lender. 

. Open a checking account in your own nape. If you are married and have a joint 
, account with your husband^ open a second account under your name only.. Be sure 
nof to overdraw as this information will be recorded and will adversely affect 
your credit rating. 

\* ■ . . ■ 

Apply .for a "ready check" or "overdraft" account with' your bank in your own 
name. You don't necessarily have to use it; but the fact that you have been 
accepted will be recorded in your credit fiile and will be to your advantage 
if you later need other types of credit. 

Apply .for a single-purpose credit card (e.g., department store, gasoline) even 
if you initially need a co-signer. Later you can n^ke a change and have the 
account in your own name. 
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Apply for a charge account in your name. with local ""atore- If you are married, 
be sure x^u^have your own account number and ate not Just listed by your name 
under your husband's account number. Otherwise the record of your payments 
wiU go into h^s credit file, not yours. 

Apply for a multipurpose credit card, such as American Express,* Carte Blanche,^ 
and Master Charge. Again, you don't necessarily have to use it, but the fact 
that you have been accepted will be to yoyr advantage when you apply for 
other types of credit. ^ 



Borrow cash from a bank or credit union. You will probably need a co-signer 
initially. If you apply for an installment loj|^ make a large downpayment 
and then pay off the loan according to the terH^of your contract. 



. Pay for the purchase of furniture, a car, or a major appliaSl^ce on an install- 
ment plan through the dealer if you don't want (or can't get) a direct loan 
from a credit union or bank. You will probably need a co- signer the first 
time you apply for such credit and pay a higher interest rate, but you will be 
offered convenience and service in return. And the record of how you pay off 
your loan will go into your credit file. 

Borrow money from a consumer financjc company if you need ''instant" funds or 
don't qualify for a lower cost loan. These companies take greater risks 
and usually offer faster service than do banks or credit unions, but they 
must charge a higher interest rate to protect themselves. > 

WHAT IS A CREDIT ANALYSIS? - * 

The decision to grant or not to.^rant credit ^nd loans is based on sound credit 
analysis. Your ^application and interview wil^fij(5:nish most of the needed informa- 
tion to the' lender. J 

In a credit analysis, what will be considered? ^ 

Your personal qualifications such as character a\id reputation. 

Your income, which measures your ability to repay, will be checked; for: > 
Si2e--Can it "carry" the loan you want? . ^ - 

Stability--Is your income reasonably assured Jind coming from ajfreliable 

. source? ' ^ ' M ^-K-^ 

4 Your overall assets--In other wbrds, what you own. ( * 

. Your profess ion- -What type^of job is it? Some are considered more "risk-prone" 
than others in terms of loan delincjuency and nonpayment. How steady a worker' ^ 
are you? Hpw \ong you h^ve been on the 30b and whether or not you are a "job- 
hopper" will be considered. 

• • \ , * • 

, Your credit rating--How prompt were you in previous payments? What does your 
credit report say about you? How do stand as far as your proved "willingness 
to repay" is concerned? 



Fact She«t #S ^ ^ ' 

. Yo'ur type of residence- -Do you own or rint? How long have you lived in your 
current location? (Frequent house-hopping may be held against you.) 

^ Your purpose for borrowing. -How sound is it? Does it fit into long-range goal 
^ and plans, or is it just a whia? » » a 

These and other factors fare weighed by lenders when they decide whether to 
accept or reject your aiiplication for a cash loan or other typo of credit. 

For example, asKune thattwo people are applying for similar loans. Several 
factors would be weighted in each case. 

Person A: Has an income. of $16,000. 

Held three different jobs lalt year. 

Has several sizeable charge accounts with jUyments overdue. 
Changed residence three timet in the last two years. 

Person B: Has an income of $10,OQ0.' * 
Held one job for the last five years. 
Has only a small outstanding debt. 
Lived in the same residence for the last six years. 

Although Person A's income is larger, it would probably be concluded that-Person 
A IS a greater- credit risk than Person B, who is more dependable. 

At first you may need a co-signer to obtain a loan or credit. Pay off the 

original debt promptly and then reapply for credit and insist, on the basis 

of your proven income and willingness to repay, that you do not need a co-signer. 

Also realize that if you are asTced to co-sign tht note for a loan, you should 
think it over carefully! You will become responsible for the repayment of a 
Idan, andyou will have to pay off the loan should the person you signed for 
det-ault. Be spre you are prepared to take on such a financial burden. 

WHO ARE THESE PEOPLE WHO KNOW SO MUCH ABOUT MY CREDIT RECORD? 

Credit -reporting Agencies * ^ 

• - ■ * ^" , » " 

■'■.-■/ ■ " ' / i • 

CREDIT BUREAUS are reporting agencies that receive and file records of 
credit transactions. If you are over 18, the chances are that you have used 
credit sometime. Each use is recorded in your file at a central credit 
bureau. When you apply for credit or a loan, the lender usually asks this • 
bureau for a report on you. The lender will want to know how promptly 
you have repaid other loans. Your credit file will show your record of 
payment (any overdraft or default), and will indicate whether you might be 
a good credit risk. / » « 

ortJjLr^'iiH'L^f 5»^*;8i"« f^^ly patterns, iticreased standard/ 

sei^i^iS'h.;; ^ u'^T"*^^ "^^^ »"«ss to goods and 

iSS^i "df;iSui?s J*"? computer-stored, reliable informatiSi " 
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Credit bureaus do not make decisions, they only process Informatl^ 
Mke it available to credit grantors. The lenders then nake decisions 
according to their Indivitjlual s^tandards, and based in part on the information 
the credit bureau has given then.' The final decision will be influenced 
by your paying habits, how such debt you have outstanding, mininua income 
requirements, your length of time on the job, your residence, your type of 
job, and other similar considerations. 



>nsideri 



Who Are^^the Customers of C^dit ^Bui^^aus? 

By law, only those who have a legitirinate business need forVuch information, 
e.g., department stores, banks, savings and\loan institutions, retail 
merchants, and' mortgage companies. 

Reports on consumers and infermation services c^in be divided into two 
categories. Some companies /fs sue both types of report, some only one. 

1. Credit reports deal' stric^l}£>(?ith financial information and are issued 
by credit-reporting agencies. * 

^. Investigative consumer reports to insui^nte companies, potential 

employers, and others contain information dealing with personal habits 
and behavior^ character, and general reputation. Th6y are issued by 
investigative reporting agencies. 

What Information Does My Credit File Contain? 

— — ( 

Your credit file contains records of credit transactions you engaged in: 
opening or closing an account, making prompt payments or being consistently 
late, fulfilling a contract or defaulting. Information from the public 
reccirds, such as a contract suit, a judgment, a tax lien, or a bankruptcy, 
is also recorded in your file.' 

In order for you to take advantage of the credit market, it is 'important 
that you have a good credit rating. The better your financial record, the 
better your chance of qualifying for credit, c/arge accounts, and loans. 
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HELP I I'M lyrBgBTI WHAT DO I DO? f ' 

Increased cost of living, buying now and paying later, gVeater expectations 
and higher standards of living, and sloppy buying habits have all contributed 
to the fact that an incx;eased number of individuals and families are findina 
themselv^ in i fin4|ncial difficulty. 

If you are in ^bt, feel th*at things are getting out of control, or feel that you 
are heading for bankruptcy; don't despair. There are itill several choices 
available to you. 

M ^ ' ' ' 

V Getting consolidation loan--from a bank, credit union, or finance company. 
*. Using a consumer credit- counseling service. 
. Speaking to your creditors yourself. 

™SOLIDATION LOAMS ^ 

With this type. of loan, you take out one large ;oan to pay otf your various out- 
standing debts yourself. The single payment on tib new loan is smaller than the 
total of the other payments each month and it is eAiey to keep track of one debt. 

A consolidation loan stretches out your payments over a longer period of time,' 
however. You still pay the whole amount before you are debt-free, and the longer 
time inyolved means that yoy pay more interest. ^ 

TR*^ danger of a consolidation loan is that you mig^=Torget how much you owe 
overall, and think that you can take on new credit obligations because your 
existing payment seems so "small." 

CREDIT-COUNSELING SERVICES ".^^ 



These^gencies help individuals and families that are in deep financial trouble 
to budget their money. Many pf the counseling centers are financed through the 
lending industrx and the charge to the consumer, if any,* is nominal. Be wary ' 
if a regular charge— a percentage of your debt, for instance- -is involved. 

» 

A counselor %ill study your financial situation and make suggestions for better 
money management. If necessary, he/sh^ will speak to the lenders and explain 
yodr situation. Often he/she will be able to get agreements from these lenders 
to pay off the loan in smaller in^tallment|r* over a longer period of time. 

WdTking with a consumer credit -counseling service has many advantages. It ean: 
. Lessen your wofry. 

. Help you avoid hfPrassment by creditors. ' 
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. Teach you discipline and regularity In paying bills* 
Prevent bankruptcy. 

When you decide to use a counseling service, you will sign a contract, usually 
covering two years. You agree not to take on any more debt and to send all ^ 
credit cards back to the creditors. A money management plan is drawn up and pay- 
ment arrangements are mi|de with your "creditors, ^ 

If necessary, the counseling center will make ybur payments for you from an 
agreed-upon sum and send them every month. If you fall to follow through ' 
with your regular payments, the program will, be discontinued. 

SPEAKING TO YOUR CREDITORS 

Speaking to your creditors yourself and renegotiating your debts will require 
effort on your part, but it might" be your best option. You will need to: 



^ Know your dependable income. 

Kftow your fixed, pMdictable expenses- - rent , insurance*, etc., including 
payments on debts. 

Estimate flexible expenses- -f'ood, recreation, clothing, transportation. 
. Plan for medical care and for possible emergencies. 

When you know what you can and will pay, speak to ^be creditors about making 
your payments smaller and extending the loan oyer a longer piriod of time. 
Most will agree to make adjustments if" you show that you are sincere and willing 
to pay. / 

Be. sure that you have any new agrispment in written as well as verbal form, and 
then stick to it. Rementber, your record of financial responsibilities will 
influence your ability to get credit in the future. 

The worksheet "Evaluate Yaur Credit" Status." on the following page wilt help you 
in analyzing your current debt situation. 2j . ■ ' 

/ 
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EVALUATE YOUR CREDIT STATUS 

vm.r help you analys* your currtnt debt coMitMnts (not counting 

w L?? "f*^" ^"^^y than 20 percent. 17 percent 

is better.of total take-home inco«e to loan payments. If your fa«ily i» Urger than 

lll^T/ ^"^^ ^^••P ^^"^ coMiitments even lower.'^Fill in ill buJK tJaJ 

apply to your current situation. 




PURPO SE OF LOAN ' 
Car 



Checking Account 
overdraft plan 



AMOUNT 
STILL OWED 



Credit Cards 



r 



Educational debt 



Home Improvement 



Installment loans 
(bank, stores » credit 
union, finance co.) 



Passbook Loan 



Store charge 
account! 



Other (Insurance, 
airline travel, etc.) 



Annual percentage rate 
Nenthly take-hoae Incoae $ 



Total monthly payments $^ 
Divided by 6 ^uals . $_ 
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If your total of ponthly payments is larger than 1/^ of your monthly take-home Income, 
you. have about as much credit debt as you can easily carry with your income. Beforf 
using more credit, try to ellmlnatt some of the debt shown above, especially those with 
the highest AF%. 1/6 of your monthly takp-home income is about 17 percent. 
(Adapted from "ebnsumer Views". May, 1975, First National City Bank. NY)JR75 
^ Distributed by N.J. Cooperative Extension Servicj. p.o. Box 231. New Brunswick. N.J. 08903 
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BUYING A CAR ON CREDIT? 



Before You Slgnion the Dotted Line. . . 

Do you know thaK^wning a car can cost as much as 20% of your total budget? 
If you take out a loan to pay^ for the car. your creditor will charge you for 
letting you borrdwhls or her money, thereby adding dollars to your monthly 
payments. ' 

CREDIT TIPS TO KEEP IN MIND ^ 

. Credit means bornj^ing someone else's money. Interest is charged tor the 
use of money. Charges will vary and depend to a large extent on: 

- age, of car. , • / 

- who is lendin^ou the money and for how long. ^ 

- your credit raTing and your present circumstances. 

- type of loan. . . ' . > 

- legal limits (vary with different types of lenders).^ 

. The longer you take tc^^ repay a loan, the mofe it will cost you. Some experts 
suggest that you borrow for as short a time as possible. Twenty- four months - 
is a^long time for paying off a loan; yet today it is often necessary for. 
families to take out a 3- or even 4-year loan because car prices areyso high. 

.Try to have a downpayment of 1/3 to 1/4 of the total sum without borrowing. I 

. Read your contract carefully, never sign one with^blank spaces, have everythinc 
in writing, and ask^about any term you don't understand. Oral promises are 
usually worthless. You ^have the right to ask for the contract so that ^you 
can study it. ' * . 

' m„ry ^'"^r^^?" * private seller, contact the Certificatb of Ownership Bureau, 
Division of Motor Vehicles, to make sure the title is cleir, with no loans 
attached. * 

WAYS TO PAY FOR YOUR CAR 

* Cash is the cheapest and easiest way. 

* Cash djown,.the rest on credit - 

Credit in the form of monthly installment s--y(fu borrow the .difference and 
repay the loan over a definite period of time-12, 24. 36 months. This 
is the standard method of payment. * 
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♦ Credit in the form of a single payment loan (from a bank) --You borrow the 
difference -in one sum, pay the dealer for the car, and -repay the whole 

^ loan at a specified time in the future. 

* Borrow cafsh for the downpayment, the rest ii\. installments - 

Occasionally the downpayment is borrowed from a small loan company and the 
^ balance from the dealer. This is not recommended. You are left with two 

loans at high interest rates. 



WITH INSTALLMENT LOANS, REMEMBER: 

Under the terms of an installment loan contract, you will have possession of 
the car you arc buying, but the institution lending you the money will own the 
car until the final payment is made. 

You promise to: • • 

pay off the loan on time each month. 

carry collision insurance as lonlg; as the loan is outstanding (if applicable), 
inform the lender of change of address, 
not sell the car without the lender's permission, 
be responsible for all damages. - ^ 

Read the fine print. If you don't meet your regular payment* or if you breach 
any other clause in your contract, you may be subject to: 

Acceleration: The entire amount of the outstanding loan comes diie at once. 
*j With a $3,500 balance, this can mean trouble for the consumer. 

Repossession: Car is taken and offered for sale at a public auction by the 
holder of the loan. You still owe any unpisiid balance not covered by the 
resale and other expenses, e.g., repossession, lawyer's fees, and court 
costs, pn the other hand, if the car is sold for more than the amount of 
your debt, you may be able to receive a refund for any possible surplus. 

SHOP AROUND FOR THE BEST CAR LOAN — These are some options: ^ 

Credit Union loans are only available to members; 9-12 per^jent interest rates 
on installment loans. 

Savings Banks I Savings and Loan Associations^ Commercitl Banks offer passbook • 
lOansT These are available to holders of savings acQOimts up to the limit of 
the money in the passbook. The cost is usually' 1-2% above the interest rate^ 
paid on the savings accounts. 
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Commercial Baflfs also offer Installment loans which are available to people with 
good cjedit rating; 9-12 percent. 

Car Dealers are convenient and offer loans and insurance coverages. They can be 
comparatively expensive, as the dealer u^Kjally sells your contract to a bank or 
sales finance company which then taKes care of loans, bookkeeping, and collecting 
of monthly payment^; (up to approximately 24 percent). It might be wise to 
compare their cgst for insurance coverage with the costs of your own insurance 
carrier before making a decision. 

Your Life Insurance Company offers low-cost loaos. You can borrbw up to the " 
cash value of your policy; if you die before the' Joan is paid back, the amount 
owed will be deductj^d from the face value of the policy; 5-6 percent. 

Small Loan Company , Loans can general]^ be obtained more easily than from other 
sources. Limit--$2, 500; comparat ively high interest: 21.7-24 percent. (N.J. 1979) 

vSecondary Mortgage Companies are finance companies which offer secondary mortgage 
loans to consumers; 15 percent interest rate. Note: a lien is put on your home 
(legal right to have the home sold or applied toward payment of the loan). 

All rates mentioned are approximate and stated on a yearly basis. 



CRKDIT LIFE INSURANCI: . 

Ask yourself how much life insurance you have. In the event that something 
happens to you, would your family be ab^le to pay off an outstanding loan and 
still have additional funds avaJ 



Lilable? L 
lay be one^it 



If not, credit life insurance may be one^item you would want in your credit contract 

* 

In case of death of the owner of a credit life in3urance policy, this type of 
insurance would pay off the unpaid balance of the loan. . . 

Seriously consider it when you take out a loan if your family is not covered 
by enough insurance. This type of decreasing term insurance might be the "best 
bargain around.'** 

REMEMBER: 

Shop around for your car loan and for insurance. You do not have to buy car 
insurance where you finance the car loan. 

New Jersey law now holds the lending agency as well as the dealer responsible* 
if you have legitimate complaints. 
. You might be offered a contract stipulating small monthly payments for 23 
months with a large "balloon** payment required as the last payment. The 
small monthly payments might sound tempting, but consider your personal 
financial situation before entering into such an agreement. 



By. law, you need to be told whether or not credit life insurance is 
^ required and the cost involved.- 
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CREDIT PROTBCTfON FOR CONSUMERS 
THE CONSUMER CREDIT PROTECTION ACT 

A comprehensive law. the Consumer Credit Protection Act. went into effect in 
July 1969. It is described as "an act to safeguard the consumer in. connection 
with the utilization of credit by requiring full disclosure of the terms and 
conditions of finance charges in credit transactions or in, offers to extend * 
credit; by restricting the garnishment of wages; and by creating the National 
Commission on Consumer Finance to study and make recommendations on the need 
for further regulation of the consumer finance industry; and for other purposes." 

TITLE I: THE TRUTH IN LENDING ACT 

This Act, primarily a disclosure law. applies to %ny personal loan under $50,000 
where there is a finance charge involved and to any transaction where repayment 
by the consumer is in more than four installments. The law does not set a 
ceiling on interest rates, nor does it have anything to do with how much you 
pay in interest. {Interest rates are regCHated by each of the individual states, 
which usually determines a maximum rate that can be charged.) This law does make 
it easier for qualified applicants to compare various interest rates and to 
"shop around" for credit. - 

Lenders must state the annual percentage rate charged on a lo4n. Before the truth 
in lending law was passed, finance charges could be stated in a variety of way?, 
which made cost comparison difficult and confusing. 

The law deals with two types of credit: 

Open- end Credit, (e.g., department store charge accounts and gasoline credit 

cards.) 

• 

The law requires that the annual percentage rate (i.e., 18% annually) and 
the monthly rate (i.e.,. 1.51 monthly) charged on open-end credit accounts 
(charge accounts) be clearly stated. You must be told on what balance the 
rate is charged.^ so that a comparison can be made. 

.Finance chrfrge based oh previous balance is the most expensive to the 
consumer because it does not take into account any amoilyits paid after 
your last monthly balance. 

Interest may also be" charged on an average 'daily balance . 

. Charges based on an adjusted balance take into consideration how much 
you actually owe.^and the dates on which you have made payments. This 
is the fairest way of computing in^rest. 
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The lender aust send you a monthly statement giving you all the ii\formi- 
tidn on your account as long as the account is active. 

Closed-end Credit , (e.g., installment purchases, where the total amount, 
nttaber of payments, and date du^ are specified in the contract.) 

The lender must disclose all the costs of credit* including filing fees, 
Simple interest, and crSdit life insurance, .If the latter Is required. 
This information must be stated in two ways: 

t • 

* As an anoual percentage rate--e.g,, "Annual Percentage Rate: 8%/* 
As a flnancio charge, in dollars and cents--"$400/' 

The lender is also required to teil the consumer: 

* The cash price - -e.g. , "Furniture: $2,200," '( v 

The dafetred payment price (cash price plus finance charge) --"Furniture 
($2 . 200) ^plus Finance Charge ($400) totals $2,600." 

* If credit life insurance is required , the premium costs must be included 
in the finance charge and in the calculation of the annual percentage 
rate. 

It is to your advantage to ask the total cost of credit early in the inter- 
view. All pf this information and more has to be given to you before you 
sign a credit contract. Don't be content with being told how "low" the 
ninthly payments will be I Before you sign the contract, be sure you know 
^ what the annual percentage rate will be and what the total cost 6f credit 
in dollars and cents will amount to over the time span of the contract. 

Credit life insurance can be very valuable. If you die, the insurance will pay 
off the remaining balance. When obtaining 'such insurance is a prerequisite 
of getting a loan, you must be informed. The law also requires that insurance 
premium costs be included in the finance charge and not be hidden from the 
consumer. Credit accident insurance is also available^' • 

TItLE II: LOAN SHARK ACTIVITIE^S . \ 

* ... . 

The law calls these "Extortionate Credit Transactions," and has made it illegal to 
collect credit by extortionate. means- -that is, use of any kind of direct or implied 
violence or other criminal means to cause harm\o persons, property, or reputation. 
It is illegal to make or finance extensions of credit using threats and extortion. 



TITLE III: Wage GARNI SrtttfNT , x 

Garnishment is defined as any legal or equitable procedure through which a certain 
amount of money is withheld from a person's salary to pay off his or her creditors. 
Arbitrary wage assignments by employers are illegal »nd wages can be withheld by 
court order only. ' 
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TITLE V: CREDIT CARDS 



THls amendment, whii:h regulate? credit -cai^s, became effective in 1970. A credit 
card is npt valid until you have aignodat. If the card is lost or stolen, you 
can be held responsible for only" $50 of the charges made by someone else. You 
are responsible for that only until you report that the card is missing. So 
report its loss to the lender (gasoline company, department store, or agency) 
immediately! 

, In order to \i^d you responsible for unauthorized charges on your credit card, the 
creditor must provide a means of pQsitive identification" (signature, flngjerprint , 
or picture) and he/she must prove that the charges in question were made before 
you notified him or her of the theft or loss. " • ► 

TITLE VI: THL^ FAIR CREDIT- REPORTING ACT 

This act, which became effective in 1971, regu4ates both credit and investigative 
reporting agencies and their usfcrs. It also regulates the consequences for the 
consumer of such reporting. It was primarily designed to protect consumers 
against false or inaccurate reports about them, against the results of such 
reports, and against the use of any reports by firms or individuals with no 
legitimate interest. 

There is a need for fair and accurate^cre^t reporting. The lending industry 
depends upon such information. An elaborate system has been developed for 
investigating and evaluating the credit worthiness, credit standing, credit 
capacity, and general character and reputation of the consumer.^ 

/ 

There is also a need to ensure that credi t- report ing agencies epcercise impartiality 
and respect for the consumer's right to privacy. 

The Fair Credit Reporting Act regulates to whom, the agency can give the information 
in your file.^ It limits to seven years the time adverse information can be used, 
though in the case of bankruptcy, this period can be extended to 14 years. 

If an adverse report has played a p&rt in a decision to deny you credit, insurance, 
or unemployment, you must be notified that you were rejected because of the content 
of the report. You must also bi€ given the name and address of the- creditf- reporting 
agency that supplied the report. 

You can then request that the agency give you the nature and substance of all the/ 
informatioii on your credit record.^ This disclosure has to be made to the consuSfer 
either pet-sonally or by telephone. ' . , » " 

The credij, bureau must p'rovide trained fJersonnel to furnish the requested material 
and to answer any questions you may have. You then have three options: 

. Agree that t*he information is correct and accept it as it stands. ^ 

. If you believe that the information is incorrect, you can ask.that it be 
rechecked and, if incorrect, that it be removed from your record. 

' . • / 

. . cr 
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In a case that cannot be resolved, you can file a 100-word statement 
telling your side of the dispute that will be added to the record. (For 
.instance, "I did not pay because the merchandise was faulty and the seller 
refused to make adjustment.") Then when a user asks for a report on you, 
he/she is informed that you have disputed your stored credit information 
and that your statement is available upon request. 

Even if you hi^e not been denied credit or a Job, you, can ask to be informed 
about your file- -for a reasonable fee, though. 



TITLE ^11: EQUAL CREDIT OPPORTUNITY ACT 

Because thl^ act is so significant and deals with so many facets of credit 
discrimination, it is dealt with in a separate fact sheet. 



< 
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YOUR MONEY MATTERS 
Coping With Credit - UNIT II 

TlTbE VU: EQUAL CREDIT OP>>ORTui^TY Ag 



♦ ^ 

Credit 1$ a part of life, ^or most of us at one time or another, due to either 
necessity or convenience. Biit, women, minorities and the elderly have often 
been denied credit on the aisunption tha^ they are not good credit risks. 

To Stop this from happening, Congress passed the Equal Credit Opportunity Act. 
This law became effective in 197$, with subsequent regulations taWng effect 
^ as late as 1978. It states that there is a need to insure that the various 
financial institutions and other firms engaged in -the extension of credit 
exercise their responsibility to make ^redit available with fairness and 
impartiality. , v 

Most importantly, the Act makes it unlaSfiil for Any creditor to discriminate 
against any applicant because of sex, marital status, race, national origin, 
religion, or receipt of public assistance such as social security or aid to 
families with dependent children. 

... < ■ 

This Act applies to all who regularly extend credit, including banks, finance 
companies, department stores, and credit card issuers. 

WHAT YOU SHOULD KNOW: , ' > 

As of June 1977 creditors who provide information to credit bureaus on how you 
pay your bills must let them know both names on accounts you shiire with someone 
else (if you both use an account, one or both are lij^ble for it). For accounts 
opened prior to this date, the creditor has to send you a form asking if you 
want the credit information provided, in both names. If you're a married woman. 
It is important that you fill out this form so you have a credit history of your 
own. 

CREDITORS MAY NOT: 

t 

. Ask about your birth control practices or child-bearing plans and assume that 
because of your age, you may drop out of the labor force to have a baby, 
causing an interruption in income. Creditors may, however, inquire, as to how 
you plan to handle your finances should you become pregnant. 

Discount income from part-time employment, as long as the employment is shown 
to be reliable. 

Deny separate accounts to each spouse if each applies separately and voluntarily. 

. Prohibit use of birth-given first names and surnames in opening or maintaining 
accounts. Use of tit^s such as Mrs., Miss, Ms., or Mr. is optional. - 

■-■ ■ ' • ' ■ 

0 . ■ • 
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Fact Sheet »8-B 2. 

« \ 

J ' 

' k 

Use unfavorable information about an account you shared with a spouse or «^ 
former -spouse if you can show that the unfavorable history dioesn't accvirfttely 
reflect your willingness or ability to repay, * 

Discourage a> potential applicant for any reason. [^.-^ 

CREDITORS may'* * 

Request and consider information about an applicant's spouse only when the 
spouse is to be liable for the account or when the applicant is relying on 
the spouse's credit worthifiess or income- 
Ask to what extent an applicant is relying on alimony or child support, 
' Maijitenance payments must be , considered as income to the extent that these 
payments are likely to be consistently made. 

Ask questions about your spouse only when your spouse will be usi^ng or will 
be liable for the account, or^when you are relying on your spouse's income or 
property to help pay back the loan, 

CRFDITORS MUST: 

Inform you as to whether ^our appl icat ion was accepted or rejected within 30 
days of filing it • - , 

Give you specific reasons for denial of credit either orally oi' in writing. 
These reas(/ns cannot be vague or indefinite such as ''You didn't meet our 
minimum standards/' or *'You didn't get enough' points on our credit scoring 
system." 

SOURCE OF ADDITIONAL INFORMATION FOR CONSUMERS * >^ 
Office of Consumer Affairs in your areu 
Federal Trade Commission Regional Office in your area ^ 
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CREDIT PROTECT tON FOR CONgUMERS 
SPECIAL PROBLEMS HfOMBN MAY HAVE 



Since women frequently play many roles during their lives, unlike the fairly 
continuous professional role played by most men, they Aay encounter difficulty 
in establishing their own financial identity and k^e^g it throughout life. ^ 

For example, although now illegal (since the passage ofUie Equal Credit Opportunity 
ActO, many women feel that there is still subtle discrimination against them when 
they apply for consumer credit or mortgage loans. Such discrimination is based 
mainly on assumptions that women are poorer risks than men. Remember when apply- 
ing for c?:edit that the general considerations for granting credit (credit 
criteria)' include size and stability of income, past credit record, type of job 
held by the applicant, and length of time at current aOTr.ess. 

The difficulty is that unlike men, womefi have tended to move' in and out of the 
labor force while raising children. .After marriage, most women change their 
surnames, and, financially speaking, lose their independence. Also, salaries 
for women hav? often been lower than those for men, and women have not tended to 
hold jobs at professional le\fels equal to those of men. Thus, general circumstances 
alone may prevent women from obtaining credit and having their own financial 
identity. 

The following information will show'you how receiving lower or less stable incomes 
poses credit problems for women returning to the work force after many years. 

For example; in 1977 the median income for hu3band-wife families was $17,616. 
For women who are the head of a household it was ^7,765, while for all women it 
%i^s only $4,840. This disparity in incofce immediately affects the amount and 
type of credit; available to women. • - ^ 

*K)W SOME CREDIT PROBLEMS DEVELOP 
Starting out ^- 

Both men and women who are 18 years old, single and working, viil\ need a 

co-signer to obtain credit or must offer collateral for a loan. Tl>ey have 

no established credit rating. The co-signer will most likely be a parent. 

The collateral offered fpr the loan will be money saved in a savings account. ^ 

Continuing to Work ; 

If both^he male and female continue to remain single and to work, their 
circumstances will often improve, depending on stability of job, size of 
income, and past credit record. This group of consumers (either sex) usually 
does not have difficulty obtaining credit if ,they have a good payment record. 

.4 
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Fact Sheet «8>C 



Marriage 

When a auui gets marbled, his credit status remains the same as he continues 
to work and improve his job status. Many tiipes he ostatlishes additional 
credit ratings and financial stability by setting up accounts and deeds in 
his name only. For example: . 

i 

Car loans and other types of installment credit 
Personal bank loans ^ 
Charge accounts ^ 
Family insurance policies--home, car \ 
Property 

As women become more sensitive to the area of joint financial decision 
making and to take on responsibility in this area, the situation will slowly 
change for the betterment of thcf entire family. 

As far as the woman is concerned, when she gets married, she can Ipse her 
financial identity if she only uses her husband*s name and credit accounts. 

If she continues to work and to help pay the bHls, sliev should ftiake every 
effort to maintain her own credit and financial identity; that is, she 
should: \ 

keep some charge accounts in her own name. <> 
have her own savings account in addition to a joint one. 
apply for a car loan in her name only. 

ke sure that she uses and is co-responsible for the accounts. 



ma 



Before the law came into effect, the fact that Mrs. John Dubb had a credit 
card under the^ name Delores Dubb was not enough. This was often a '^courtesy 
card** with the' account number in John*s name. Thus, all credit information 
was recorded in his file, reinforcing his credit rating,, even if Delores 
paid the bills and kept the budget. 

Now the law stipulates that if both husband and wife are using the account 
and/or are both liable for it, the information will ^tomatically be reported 
in both names to the credit bureau. \ 

ess a woman has her own account number, i^o information will go .into her 
credit file. She, would be wise to check with the credit bureau li<)sted in 
the yellow pag^s under Credit Reporting Agencies to be sure that her credit 
transactions are not being automatically recorded in her husband! s file. 

The lending of ficet. mg^kes the final judgement on whether you will get a loan. 
The lending officer's preconceptions about women and credit and his or her 
extent of confidence in you can affect his or her decision to grant you the 
loan. 



Pact Sh«et »8-C '3 
Divorce 



V 



When-thoro is-. a divorce, the situation for the husband is frequently as 
follows: ^ ' > 

Credit status is^n^rally unchang^'by the divorce;^ 

Circunistancvs may b«> general 1/- improved , depending on stability of 
the Jobjyslz© of income, past credit record, and alimony and child 
suppor^ayments^ .* 

. Change of job and/or residence may cause temporary difficulty in 
obtaining credit. 

Fo"!^tho wife, a divorce could aean that she: ^ 

May have to fttart at the sajie point as an "18-year old," with no 
credit and financial identity. ^ 



May nat be regarded as having a steady vincome if the alimony payments 
cannot be proven to be regular. ' 

May not be paid as much as a man for^U^j same Work (resttfctiiyi 
available credit as a result). -^"^ • 



May not have worked and lived in the same place Lwg enoug;h to 
qualify for credit. ( 

Death of jSpouse 

For the husband, it can mean a generally improved credit situation depending 
on stability of job, 'size of income, and past credit record. 

For the wife, it often m(^ans(that she: 

Starts over with no o^y/^x identity, althougfi there is no "legitimate 
reason" for this now; since the ECOA stipulates that accounts used by 
^ both parties (or , for which both are liable) are beif*g reported in both 
names to the credit bureau. ■ This establishes a wife's credit rating. 

May stop receiving her husbays pension unless it specifically has a 
survivor's benefit clause, aftd then it might be substantially reduced 
from what it was before his dej^h*. | 

May not have sufficient work experience or have lived in the same place 
long enough, to qualify for, credit. ^ 
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Senior cltlzonai (both:^exos) do not f it ©asy to pbtain cradit (although 
discrlnlnatlon is now illegal) because of their lower earnings* even if 
they were good financial tisks all their lives. Yet for safety and con- 
venience reasons (e.g., travel), they need credit cjards and other types of 
accounts. . f 



A CHANGING ENVIRONMENT 



Women may find it especially necessary to be vocal. Many states have^ new and 
revised laws with regard to wom^ and consumer credif . Regulations* which require " 
lenders to include the wife's income in calculating the amount 6f mortgage a 
couple can handle are becoming more comonon. 

The social environment is changing, but such changes occur slowly. As women's 
views of themselves evolve, as they participate more fully in the work force, 
and as their participation is seen in a new perspective by thdso observigg them, 
instances of discriminat i(j[j^ wi 1 1 be less common and women will be seen as full and 
equal participants in the Jabor force as well as in the home. 

• 

But unless those affected by new laws make their opinions known and insist on 
enforcemjpnt , such changes will have no great impact. Consumers who feel that 
they have been si^ect to discrimination when applying for credit have rect)yiirse 
to federal as well as to state legislation, /bften problems can be cleared up 
easily and with little tr^Juble by someone "one step up the ladder" in the 
organization to which you have applied for credit --someone who understands your, 
circumstances, the regulcftions that apply to your case, and the new credit 
legislation. The lending industry is undergoing great changes. Many companies 
comply with the new credit laws and show great sensitivity towards women, minor- 
Jities, and senior citizens. But there are always exception^, and the new policies, 
laws, and implications of. social change may not have filtered down to the indi- 
vidual conducting the interview. 



5v 



ERIC 




I 




[OUR MONEY MATTERS 



trig With Credit UNIT II FACT SHEEt 

:repit protection for consumers 
federaj.'^rade commission rules and your credit rights 

9 

Besides the Consumer Credit Protection Act, enforced by the federal government, 
additional regulation of credit and your credit rights can be found in the trade 
regulation rules from the Federal Trade Commission. Although they are only rules, 
they are generally considered to have the force of Irfws. 

DOOR-TO-DOOR SELLING ' ^ 

A Federal Trade Commission rule that went into effect in June 1974 says thSt you, 
the consumer, have a "cooling off- period of three days if you buy merchandise 
tor or more frQm a door-to-door salesperson^ someone who sells away from the 
firm s principal place of business. This appUes to goods or services purchased, 
leased, gr rented primarily for personal, family, or household purposes, including 
courses of instruction or training. The sale must be initiated in your h6me, not 
m a store, and the salesperson may be someone you have invited t^o call on you or 
one who has arrived uninvited. This "cooling off peri^ allows you to de)|ide 
if you definitely want to keep the merchandise -y©M purchased. ^ 7 

Read the entire contract before you sign it, and don't leavfe any blanks >C^if^ 
the salesperson tells you what will be written in later. Insfst that X^be ^ 
complete before you sign. At the time of the sale, you must be given a fully 
completed receipt or i copy of the, contract . Included in the contract should be 
the date of the transaction and the name and address of the sellef. As with any 
contract, be sure you understand everything before you sign. Note that if the 
sales pitch is made in any language otiier than EngUsh, the contract and written 
explanation must also be in that language. 

Right to Cance l: 

■ ' t> ^ 

. The m6st important provision of this FTC rule states that you, the buyer, 
have the right to cancel the sale at any time prior to midnight of the 
third business day after the date of the transaction. This must be 
clearly stated in the sales contract, and there must be an easily 
removable form attached for cancelling for the Consumer's use. 

. If you should decide to cancel, you must mail or hand deliver the signed 
and dated copy of the cancellation notice or any -other type of written 
notice to the seller. Remember that it must have your signature on it. 

V 

\ 
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. There 1$ no penplty or fee that yQ\^st p^V should you change your nlnd 
about the saV^ within three days^ ills applies whether the purchase was 
'paid for al/l at once 6r whether you planned to pay in installments. Any 
payments you have made- must be returned to you within ten days. 

When you cancel a contract, you must return 4ny alread)^^?e\ivered goods * 
to the seller at your residence. Hak^ arrangements fo? the^ seller to 
pick them up, at his/her own expense, within 20 b^sij t^ days after the 
cancellation date. If the goods are not picked up wImLi this tine, you 
may keep or dispose of them without any further obligHlon. 

» 

Be Aware of Your Rights : 

Look into the person doing the sealing and the company he/she repi'esents 
before you sign a contract. Many door-to-door sales people are .honest 
rand well*meaning^ but some ?ire not. If yoii are not sure, tell the sales- 
person to come back and make some calls to find out about the company. 

The Better pQiness Bureau cannot make recommendations, but they keep a 
file of complaints and might give you some idea abojn companies you 
don't want to deal^with. Other sQurce^\of infornur^on are the regional 
Federal Trade Cemniss ion office and the OC^ce>«, Consumer Affairs. 

Remember that if you change ^your mind, you still have three business 
days to cancel before the sale becomes final. 

SELLING THROUGH THE MAIL 

* 

The method* often used by book and record clubs > also regulated by a Fedet^al 
Trade Commission rule. The rule applies to plans wKere th^ consumer is notified 
of a periodic •(usually monthly) s^;lection of merchandise that will be shipped 
unless he/she notifies the seller not to* send it. It also applies to any merchan- 
dise that is advertised in newspapers, magazines, cataTogs, etc. , and must be 
ordered by mail (e.g., novelty items, wearing apparel, magazines, nursery items). 



Shipment of Goods : 

. The seller must be able to ship the merchandise, within the amount of time 
stated in the solicitation, or within 30 days after receipt of a properly 
completed order. , 

If the seller cannot ship the merchandise within 30 days^ Ke/she is 
required to offer the consumer an option either to consent to a* delay or 
to cancel the order and receive a prompt refund. / 

Should the buyer ngt answer the seller's notice of a shipi(ient delay, the 
seller can consider^hfs to be a consent to deliver the gobds within an • 
extended 30-day period. * ) 

> 

Kpep in mind that all pMotional literatur^^st state clearly how a 
selling plan operates. The subscriber must be given at least ten days * 
in which to instruct the sAuiU>not t^ail the merchandise. If the, 
consumer receives the shipment withouf^quest ihg it, the seller must 
give full credit and pay return postage! 
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QUIZ FOR UNIT II — COPING WITH CREDIT 

Dear Friend, 

This quiz covers Fact Sheets 4. 5. 6. and 7 of Unlt.II - Coping With Credit. 

After reading the fact sheets, you are ready to complete the quiz. Feel free 
to refer to your fa<it sheets whenever necessary. Please follow the quiz 
instructions and return the quiz in the return envelope;* 

; 

Name 



Address 



Zip 



Instructions: • ' 

This quiz contains two typ^s of questions, true-false and multiple choice. 

True-false: Circle "r- if the statement is true and "F" if the statement 

IS false. 

Multiple choice: Select the best possible answer and write the corresponding 

letter in the blank provided. 

^ ' o^'yri^JJcom'e?''''' '''''' '^'^ °" '^^^"'^ - 

2) T F It is easy to over-buy when using credit cards. 

3) T F Families who habitually buy on credit may add'as much as 18% to the 

cost of goods and services. 

F Wien using i^jstallment credit, the customer owns the goods as soon' 
as they are in his or her possession. 

5^ "^^^ reason" for establishing a good credit rating is: . 

a. all your friends have one 

b. to be able to open a checking account 

c. employers "like to see it before hiring you 

d. it will be easier to get a loan when you need it most 



4) 



6) T 



F A credit bureau i^ the same thing as a credit grantor. ' 
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9) T 



A consolidation loan is: 



a. BMiny small debts which you have to pay 

b. one large loan to pay off many small debts 

c. a low- interest loan 

d*. a loan with a few large payments 



8) T F When you use a credit counselling service, you c^n continue to use 
any of your credit card*. • , 



F When using a cred^: counselling service, or on your own, many creditors 
will make adjustments if spoken to and convinced of your sincerity and 



Idj! 

willingness to pay. 



10) T "^"^ The cheapest way to pay for a car is to finance it through the car 

dealer. 

11) T F An acceleration clause in a loan contract means that the entire^al 

may come due at once. i \^ 

12) T F All car foan contracts are the^ame, therefore you don't have to 

understand what all the terms mean. 



ance 



We would appreciate the following infotnnation Mo help us improve our service: 

Have you used or shared any of this information frjpi the fact sheets o^ 
' do you plan to do so?* 



Yes 



Nq 



If yes, in what way? (Please use reverse sid6 of this sheet for your 
comments . ) 



♦Applicable only if this unit has been administered through a County Cooperative 
Extension officii. If not, please complete the quiz and retain for your own • 
benefit and reference. ^ . .. 
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YOUR MONEY HATTERS 
Planning For Protoct;lon: Ufa Insurance - UNIT III fA(!t gH^feTHF? 

r ~ 

THE BASICS 



THE CONFUSION OVER INSURANCE 

The variety of insurance policies and plans available, the different names under 
which they are written, and the differences in costs involved confuse many consumers 
Many also do not understand why they need life insurance. And, if they carry 
insurance, they are never sure if they have bought toa much or not, enough. They 
want inTlH;mation about the differences so they can buy insurance tailored to their 
specific needs. Whether married or single,- consumers want insurance programs that 
offer protection and low cost. 

* 

The right kind of insurance plan for an individual should take into account the 
number of dependents, the ages of various family members, the policyholder's 
income, and how it is earned. It should also look at the beneficiary's standard 
of living and future expectations. Th^ plan should be an important part of a 
comprehensive, long-term financial program which involves setting overall finan- 
cial goals, calculating financial net worth (all assets minus all liabilities) 
on a yearly basis, and tfstablishink a regular savings, program. *S 

SHOULD I HAVE LIFE INSURANCE? 

The primary purpose of life insurance is to protect against financial hardship 
if the breadwinner's earning capacity is taken away. The objective should be to 
leave the family in relatively the same economic position it would have been in 
if the breadwinner had survived. This may involve a smaller amount than the 
income wh6n he/she was alive, because his or her own self>maintenance costs • 
will no longer be included. It ^ also wise to consider the element of possible 
inflatian in the cost of living. Savings features should generally be of 
secondary concern. » 

Eighty percent of all adults in the United States and 91 percent of all families 
have some form of life insurance. Research shows that most consumei-s find owner- 
ship of life insurance important --whether to protect their families from expenses 
resulting from a death, to offer income to survivors, or to provide some savings 
(in the form of tangible cash value, if needed). 

HOW DO I KNOW IF I AM OVERINSURED OR UNDERINSURED? 

A recent study shows another side: approximately 50' percent of the families ' 
surveyed were underinsured, and another 25 percent were overinsured. This means 
that 75 percent of the policy holders had inappropriate insurance protection-- 
whether it was too much, or too little. This is one of the more difficult prob- ' 
lems confronting consum^^rs and their families. 
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^ How Much is Enough? i . 

Depending on your family's special situation, the amount of insurance 
required will range anywhere from enough to cover the costs of funeral 
exijenses, to what will provide a large, lump-sum payment at death. (This 
lump sum can also be paid to the beneficiary as income, broken into regular 
payments over a certain period of time, until the capital is exhausted.) 

What Do I Need? 

.Your family's needs foil' protection, and what you can afford to. pay in 
premiums should be your prime concern when determining which insurance plan 
you should adopt, and how much coverage you need to buy. Keep in mind that 
your insurance neec^s will undergo marty changes during various stages of .your 
life and your family's. As this occurs, policies can be changed and adapted, 
but don't alter your coverage top, quickly. Talk to your insurance representa- 
tive or to a professional in the field of estate planning, and try to get 
a long-term view of what will be the most satisfactory plan for your particular 
circumstances. , ' 

What Can I Afford? 

How imich your protection will cost ydu is an important consideration. You 
will have to set priorities and balance them with your resources in order to 
fit your payments into your overall budget plan. It is important to compare 
the cost of the various insuf-ance policies and then weigh this cost against 
youV n^ed«. ^ . , 

> . ■ . 

Insurance costs will vary because of a number of differences: 

- TYPE OF PQLICY-- Whole life premiums are approximately three times as 
expensive as term premiums are initially, but you'll find that term 
premiums increase In cost every time you renewV~Term insurance is 
generally "pure protection," with no saviligs involved, and is usually . 
the least expensive -form of insurance; The "purer" the insurance, the 
less costly it is* The greater the stress in your policy on the 
accumulation of a reserve, or cash value, the more expensive it become^. 

. The extremes run from decreasing term at one end to endowment policies 
1r . ^ at the otlfer end. 

- INSURANCE COMPANY --There are differences in the cost structure between 
various insurance companies. 

- STRUCTURE OF POLICY- -AH policies, plans, riders, etc., are not uniform 
in nature, so this makes cost comparisoji between various companies 
difficult. 
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SHOULD I COMPARE DIFFERENT COMPANIES? 

You certainly shouldl However, this is not the easiest thing to do. The 
best policy at a co»petitive price is good to have, but don't fortfet that 
price is not the only consideration. Other factors include the rep«tatio» 
and rating of the company, the service given by your representative, and /he 
confidence and trust you have in them. ^ 

Before you sit down with your insurance representative, you should think 
through your own or your family's situation very carefulfy to determine the 
needs you have and the sort of protection you want. After you've done this 
soul searching." you will be able to talk more productively by asking your 
insurance representative the right questions. He/she w^ll be able to fill 
you in on the details of different plans, and together you can balance what 
you need with what you can afford. 

Where Can I Get Information? 

There are several sources available that can help ybu find out more specific 
information about the various companies and policies. A few sources are 
listed below. Check your local library for additional resources. 

- KipliflgeKs Changing Times magazine, particularly the April and May 
197ar IssueV (I>ublic library) 




. ^ . . Life-Health Insurance Edition: Check the latest 

edition for information on life insurance costs and dividend compari- 
sons. (Mutual companies only) ^ 

Best's Ins urance Reports/ Life-Health, current yearly edition: 
Check the listings and ratings of about 475 of the largest and most 
prominent companies to make insurance comparisons easier for vou 
(Public library) ^ ' 



tional ^ 



- "Life Insu rance Buyer' s Guide" - leaflet prepared by the Natiw..ax 
Association of Insurance Commissioners and reprinted by The National 
Underwriter Co.. 420 Ea?t Fourth Street. Cincinnati. Ohio. 

" "Guide to Life Insurance for College Students" - leaflet prepared by 
the New Jersey Dtoartment of Insurance. 

Remember that every year companies change dividend scales and insurance 
portfolios. 

4 
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Pact Shoot #9 4. 

I ^' 

How Can I Cpwpmre life Insurance Costs? 

if 

There are two methods in comparing costs: 

« "INTEREST- ADJUSTED" METHOD- -This method of cost comparison takes into 
consideration three basic elements that influence the cost of life 
insurance: the premiums you pay, the .dividends you recoive^ and the 
cash surrender value your policy builds up. It applies an interest 
I factor which takes into* consideration the time value of money. The 
J timtf value of money is the value that money will hav-e over a period of 
time when it is put to use to earn interest. This then provides an 
index for comparing the cost of policies of the same type and size at a\ 
fixed point in time. . 

This method is considered a fair method of computing costs of life 
insurance by the National Association of Insurance Com^nissioners and 
the insurance industry. / 

- TRADITIONAL "NET-COST" METHOD-^ This method compares the %ctual cost 
of premiums over the years, while taking into considerat;ion any dividends 
received and the cash value built up. It is not considered a fair method 
of calculating cost by many because it does not consider the time value 
of money. While a policy which is explained under this method may appear 
to be inexpensiye, it actually costs consumers more because their mbney 
might have earned interest had it been placed in a savings account . 

WHAT SHOULD^ I CONSIDER? 

The following list may be helpful as you think about your own circumstances, needs, 
and aspirations. It may help you prepare a list of goals and questions for your 
insurance representative. They are questions you should ask yourself as you begin 
deciding what kind of Insurance coverage you want and need. 

. What are my overall assets and liabilities? How much of my Income can I 
reasonably expect to be able to pay out in insurance premiums? vv. . , 

. How will my family's standard Qf living be affected by the death of any 
family member? Ask this from, all points^of view for each member of the 
^ family. For example, the deaVjiof a "nonworking"^«'andmother who takes 

care of her grandchildren whlleB5ti^.4iarents wory^mlg>^mean that the family 
would be faced with child care costs, ^ — ^ ^ 

. How much casfi is needed simply to cover funeral expenses for any family 
meml>e'r? How much monjby is required for medical bills, or-for^ outstanding 
debts, such asymort^ge payments or car payments? Where wjll that im)ney 
come from? 



I 



Fact Sheet #9 ^ 

.5. 

• *. How aany dependents do I have^anji,>^«fold are they? How do their 

ages affect the kinds of prj^cUon each will need in caje of ray death 
or my inability to continue earning money? This may include child care, 
education costs, or hospita^l and nursing care. ^ 

. mhat income level will be needed to Keep my family's st»iidard of livMg 
at its present level if the main wage earner were to dij^tomorrow? 
Although inflation is difficult to project, if it fits Uto you financial 
bud^iet. coj^ider a projected inflation factor. Review your program every 
few years, or whenever your situation changes. 

. How much money will be needed to pay estate taxes^fcesp^cially if there 
is a large estate involved? Early consideration Of this question makes it 
possible to save many family- owned busijjesses and other small firms which 
otherwise fold. when one member dies. . 

■ 

. Will additional money be needed for the edu<!^tioi 6f nfy children, or for 
my spouse's education before he/she is able to re-enter the work force afte 
my death? . ' „ * 

< • ' I 

. Who will care for my children if the petsori now watching .them has to return 
to work? How much would any necessary professional help cost? 

. Are both husband and wife working? If so, will the death, of one spouse 
be just as gre^t a financial burden to the family as thedeath of the ot^er 

. What can I expect from Social Security in the event of my spouse's death? 

(Consider this for both husbands and wives.) What Itind»of protection will 
, Social Security offer to my children? 

V Is there a survivor benefit clause included in my group pension plan? 
Will it provide my spouse with benefits after my death? (This is called 
a survivorship clause.) 

What are the estimated Social Security payments to my beneficiar)^^ my 
delith, or to me at age 62, 65, etc.? Ypur local Social Security Admini- 
stration office, or a representative of your. personnel department at work 
can provide this information. . - 

What income can I expect from my company's pension fund, and/or from any 
other retirement income I might be receiving, such as annuities? 

, When will my pension plan become vested? Although you always havfe a right 
to your own contributions to your pensiop or retirement fund, you may 
not hWe an indisputable claim on; your employer' s contribution until the 
plan j.s "vested," and your rights may he vested before you have access 
to the mon^y. . 
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Fact Sheet #9 ' 6. 

. • When I retire, how will my income^ ley^l, affect my ability to pay insurance 
premiums? How might that influence the kind of policy I buy now? 

CHOOSING AN AGENT ^ * 

YouWe made a decision to purchase life insurance. But how and where can you » 
find an insurance agent? 

David B, Maliin, C.L.U., director of the .Life 4 Employee Benefit Division ^ 
of Frenkel Of Co.^ Inc., has some suggestions for your seai;ch. advises 
prospective Insurance byyers to interview several agents, and to^ make sure 
that the insurance company witK which they will be 4oing busi^ness is 
licensed in the state where they reside or work. ^ 

Malkin explains that although an agent *s length of tine in the business 
and whether he \s a C.L.U. or member of the Million Dollar Round table are 
factors in the decision, they would not be his criteria for choosing^ an 
insurance agent. **I would be most impresssed*\ he said, **by the agent who 
wanted to know more about me, my family, my goals and aspirations, and who 
addressed his advice to the answers of those particular questions.** 

"When seeking counsel in any, field," Malkin stressed, "it--is *the listener 
that I seek and not the talker.'* 




YOUR MONEY MATTERS 

Planning For Protection: Life Insurance - UNIT III FACT SHEET »10-A 

* — — ^ — — — 

BASIC POLICY TYPES . ' 

Insurance plans or policies have n&hy different names, depending 6n the coverage . 
or combinations of coyerage involved and the company issuing them. They become 
easier to understand once you realize that there are juA^ three baSic tfpes of 
life insurance policies: ' . ' 

Term - considered "pure protection" ^ ' 

Whole Life - combination of protection and savingV V 

EndowmenF " - almost pure savings | 

In one way or another, all plans are really a combination of protection and 
savings elements. All plans provide protection against death. How<?yer, each 
of the three basic types has its own characteristics and each is designed to do 
a different job. • ' 



TERM- INSURANCE • , 

Term insurance provides pure protection, without* savings features or a build-up 
,of cash values. Because term protection is temporary, the benefit's are payable 
only If the insured dies within a specified period of time./ It is usually taken 
out for periods of 5, 10, or 15 years. Premiums are lower than ^hose for whole 
life, and stay the same as long as a given contract is- in forcp. If you Wish to 
renew the contract, you will be charged a higher, premium, with th^' ampunt 
diJt)ending oh your age. Generally, yoiH^ll ;iot bb able to renew yout term 
insurance palicy after you, reach age es.. Term insurance is for persbns who 
need maximum protection at the least cost.v An example" of this is a young cquple 
with children who are unable to afford enbugh whole life insurance at this early 
stage in their lives. ' , 

Basic Struc ture of Term Insurance: - ' ' 

^ There arenwo basic types of term policies: *\ .. ^ 

Level Term c- The face value of level t;erm insuAnce remains the same 
. from the* day the policy comes into forCe until the day it expires, 

\ Decreasin g, or Reducing Term - Ypur coverage decreases regularly W a ^ 

"Oi^thly or yearly basis, ^ until it eventually reaphes zero. , / . 

Pay r Little Mor6 - Get a Li ttle More; ' V' 

■:;;rt ; r- r - ^ ■ . ■ 

\ „ ' You can pay an: extra fee to haVe a. clause included tn the contract which will 

J make the policy fonverxible- to a straight life'ot endowment policy without V 
- • "^u Sbmetimes this conversion. period is shorter than the l«6nBth 

of the.policy,, This^c.an be seen in, a 20-y^r term policy with a lO-yea? 
^n^U''!'^^^! feature. -If you. convert your policy witliin lO'years, you do' 
^nDt have to prove your insurability by p^ssiiig.a medical examination. 
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Typet ^JT« Insuranca : 

CREDIT LIFE INSURANCE - This type of decreasing terra insurance is taken out 
specifically as pipotection tb cover the cost of repaying a large loan or 
major credit purchase. In case of th« death of an owner of this type of 
policy; the insurance would pay the'unpaid balance of the loan. The face 
value of the policy is calculated to decrease as the amount due on the loan 
is reduced. " 

CREDIT ACCIDENT INSURANCE AND CREDIT HiALTH INSURANCE - Also available as 
decreasing tern insurance* these types of insurance are similar to Credit 
Life Insurance and insurance which would be paid if the owner were unable 
to continue working. , 

MORTGAGE fNSURANCE - This caa be purchased as decreasing term, level term, 
or whole life. If purchased as decreasing term, it would pay off the 
^balance of the mortgage in case of death. It decreases in face value as 
the mortgage debt decreases, 

QROUP LIFE INSURANCE - Basically term insurance, it protects ^your dependents 
iis long as you are with the eipployer under whom the plan is arranged. It 
covers employees of a company under one )Aaster policy. In moit cases, this 
type of policy includes the opfcion to convert to a whole life policy within 
31 days after termination of employment. The premiums are relatively low 
and (lo not differ for the various age groups within the same company. How- 
ever, many people buy private insurance, either in addition to, or in place 
of, the^ company-offered policy,' especially if they are young and qualify for 
a low'e^r premium. In man^^ases, people who do this are not sure that they 
will stay with thair preJfent emplox^ir, and want to avoid paying the higher 
ypre^iiums that would be required if they bought private insurance later. 
Also, they might want more protection than is offered through the group plan 
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» 

WHOLE LIFE -AND ENDOWMENT POLICIES 

WHOLE LIFE INSURANCE 

AI50 called ordinary, or straight life inaw^ance. this type of insurance protects 
you for your lifetime as long as you pay the premiums. It is therefore referred 

uD to J!T;r"'Ti"'"'''*"r "- " P^™^"" «^ ^ live, or 

up to age 100. The premium is calculated to reflhain the same through the years. 

The face amount of t^e policy is payable tc? the bene'ficiary. at^he death of the ^ 
insured, or when he/she reache? the age of TOO. In addition -to this protection 
teature there is a savings feature not included^n terta insurance. The tash 
value of a whole life policy accumulates over the course of the years in which a 
premium IS regularly paid. Though it is not generally recommended, the owner of 
the policy can borrow agalrtst that cash (or cash surrender) value, at a relatively 
low interest rate. , 

( 

Cash Value of Whole Life Insur^ce : 

The premium paid on a whole life polLey remains the same throughout life 
but during the policy's early years^the policy owner pays a higher premium - 
than IS required according to the mortality rate of the insured person's ace 
group. This additional amount goes into a reserve fund and becomes the 
savings portion of the life insurance policy. In' later years the premium 
parents are lower'than the mortality rate implies. As the years go by. and 
you pay re^Ur premiums, the reserve grows (the savings portion of youV 
premium will increase while the insurance portion decreases): THe cash' ' 

>■ I!i"?nn'^?/T^^^® ^^""^ P°l*i^y >enthe policyholder reaches 

age 100, If the insured lives that long. / 

BorroVing against Whole Life Insurance : 

A policyholder can borrow _aga ins t a whole 'life policy's cash value.* If 
this IS done, interest must be paid on >che amount borrowed because the 
^ r money does not belong to the policyholder.^ The money belongs to' all persons 
insured by a company, ^nd the benefit^^e paid dxit from this "cash oaol " 
, or reserve fund. .The cash value belongs to y5u onl> if you give up ^ur* 
policy. In the case of the,d>ath of a policyholder who has borrowed against 
h;s or her po>icy. the amount borrowed plus the outstanding interest will be 
deducted from the face value of the policy--the amount to be paid to the ' 
beneficiary, J ^ 
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Variations of Whole Life Insurance ; 

There are 1io«e whole life Insurance plans that otftr the same protection 
as ordinary whole life, but the payments aro difFprent. The period of^ime ' 
.over which the payments are made may also differ. 

MODIFIED WHOLE LIFE - Prote<^ion here is the same 
but the premiums 'are lower than would ordinarily be\ 
few years. However, they will be higher in the year> 

A modified whole life policy is often taken out by a person who doesn't 
have the means as yet but does have dependents he/she wants to protect 
with life insurance.* A young professional with young children fits into 
this category. 

Another modified life policy you may encounter uses dividends to purchase 
, term Insurance for the first year or so, combined with whole life. When 
the dividends become large enough, they are used to purchase additional 
whole life insurance. For example, a $20,000 modified policy is actually 
$14,000 whole life and $6,000 term during the first year. Dividends will 
allow you tq continue to purchase additional whole life insurance until 
the policy becomes $2O,Ofi0 whole life. The premium remains the same 
throughout. 

LIMITED PAYMENT LIFE - Protection is the same as for whole life. However, 
limited payment Vife premiums are limited to a specified number of years. 
The payments will be higher than those of ordinary life policies because 
they are made for fewer years. But, remember that they are being made for 
lifelong protection. 

4 

A limited i^ayment life policy i§ often taken out by people who can easily 
afford high -payments now because of high current /income, but who have an ^ 
uncertain, ornot-too-secure economise future, or who don't wish to pay 
premiums until age 100. 

An example -of this type. of ^policy is "25-payment life,'' where premiums 
are paid during 25 years, although it offers lifelong coverage. 

WHOLE LIFE, PAID UP AT 55, 65, etc. - This is similar to limited payment 
life;*howeve'r, you specify the age by which the policy is to be paid up. 
After you rea^h that age/ no nK>re premiums are required. 

, JUMPI^iG JUVf^NILE - Permanent insurance is bought on the life of a child 
younger than. 14 years old. When the child reaches 21, he/she will auto- 
matically be covered by two, three, or more times the origirtal face amount 
^ of the policy at no additional cost. Usual-ly, these policies are sold in 

V units of $1,000. The premium for the policy remains the same throughout 

' life. • 
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One advantage of this type of policy is that the. parents are protected 
^ some funds for final expenses if the child dies, and the child is 
guaranteed permanent insurance for life, regardless of ^y future illness 
(HO medical exam has to be taken at age 21). 




Jumping juvenile policies are most commonlyNrhiU life, though they are 
also occasionally purchased as endowment policies. 

MORTGAGI-. INSURANCE - Insurance specifically intended to cover the cost 
of paying off a mortgage can be bought as straight life, level term, 
or' decreas ing tet'm. 



i:nix)wment policies 

This policy is also considered a savings plan with term insurance, or an insured 
savings plan, because it offers a strong savings plan combined with decreasing^ 
term insurance. 

The proceeds (fact' amount) of the policy ^ill be paid whether the insured lives • 
or dies. This i» a "double promise." If death occurs within the endowment . 
period, the proceeds will go to the bepeficiary; if not. the face amount will beJ 
paid to the policyholder at maturity (the end of the endowment period), this 
can be paid as either a lump sum or in thte^form of monthly income.' When the 
policy matures, you aiW) longer covered by ■ insurance, but you are entitled to 
the race value. ^ 



Cash Va lue o f Endowm ent Polici^ " ^ . 

Premiums remain constant and are fayabl^ untiUjhe date the policy matures 
The cash value (savings portion) of yoj^r policy will build up quickly--muc>» 
, faster than whole life, or even paid-up life (for example, in 10. 15. or 20 
years, or at age 55, 60, etc.). , 

. \ 

As a general rule, the faster the cash value increases, the faster the 
insurance portion decreases, and the costlier the policV in question will 
be. 

Ah Alternate to an Endowment ' Policy , 

Consider separating your insurance from /your savings program by buying 
decreasing term insurance. This covers 'your protection needs while start- 
ing a regular savings program to take care of yout savings needs. You mny 
find interest rates will be more advantageous to you. 

Tf you feel that you might overlook making the savings deposits, yet still 
want to. have the protection offered by this type of policy and a morithly 
comoanv^'in sum payment at maturity, you might want to let the insurance 
company do the saving for you by buyirvg an endowment policy 
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Usem of Endowment Policies 



Since an endownent policy is often used as retirement income to 
supplement Social Security and pen$ion funds, the time for which you 
might want to select thij* type of plan is when you retire. Or you can 
use it as payment to a youngster who has reached 18 or 21 to help meet 
college costs, etc. 
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. ^ 

COMBINATION PLA NS 

Families have different insurance requirements depending on their incomesrUfe- 
styies, number of dependents and their ages^ and many other factors. So there 
needs * ^•'"^^^^ P^*"* available that w|j|,l adapt to and meet each family's 

^^^^ 

Combination policies serve this purpdse by offering.a variety of coverage when 
protection is uppermost in your mind. Special care should be taken by the 
consumer and his or her insurance representative to make sure that there is an 
understanding of when the protectipn ends. 

These plans can sometimes be sold as "riders" to exist ing -permanent policies, or 
as a separate insurance policy. f"ii«.ic^. or 

FAMILY PLAN I * . 

The Family Plan combines various types of insurance on all members of the family 
or w?fl^[.' \T P^'^^^i"" «^ modest^ost. Younger families in which the husband 
or wite IS the major breadwinner frequently purchase this type of policy. 

Coverage under the family plan will most likely include permanent protection 
taken out for a certain amount on the life of the father or mother (usually whole 
life), and temporary insurance taken out in smaller amounts on the live.s of the 
other spouse and the children. The spouse's policy might mature when the major 
breadwinner reaches 60; the children's policies might mature when they become 
18 or 21. Policies mature when children are independent and husband and wife 
no longer have cJwld-care responsibilities. 

All children are covered by a family plan policy. Usually, the cost does not 
depend on the number of children, although some companies put a limit on the* 
number of children allowed without premium increase. A newborn child is auto- 
matically covered after a specified period of time (approximately 15-20 days) 
In many cases, benefits may be limited during the first year of the child's life 
or for at least part of that first year. * ' 

» • 

If you already own a whole life policy and are interested in the Family Plan 
you can add it as a "rider" (an addition or attachment to your policy) to 

w?I'r/5?'' fT'' ^^'^ children. The t^ype of coverage available will differ 
with individual companies. 
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FAMILY INCOME POLICY 

y 

ThU combines ponnanent (usually whole life) insurance with decreasing term 
insurance. It provides families in which the husband or wife is the main 
breadwinner with maximum protection while the children are young--when the 
need is greatest. If the insured dies during the income protection period, 
while the decreasing term policy is in effect, the beneficiary will receive an 
income for the remainder^of this period. At the end of the income period, when 
the decreasing terra policy matures, the face amount of the policy will be4>aid. 
For a small, additional sum, you can provide for the lump sum payment of your 
permanent policy at the time of death. 

The possible income period starts when the policy is issued but concludes when 
the decreasing term policy ends (for example, 10 to 20 years later), regardless 
of which year within this time death occurred. If thp insured dies after the 
main period is over, and the contract is still in force, the beneficiary will 
be paid the face amount of the policy, but will receive no income. Therefore, 
the coverage time is shorter, 

FAMILY MAINTENANCK PIJVN ' . 

This plan is similar to the Family Income Policy, but it combines level tWlff and 
whole life insurance. If deat\i occurs within the income period, it willj^^vide 
the beneficiary with income payments fof a specified period, such as 20 years, 
starting when the insured dies. 




lump sum payment from the whole life policy will be paid either at the end of 
Income period or, if the insured survives the main period of the contract, it 



The 
the 

will be paid at death 



You might want to provide your family with a lump sum payment upon death of the 
insured person, in addition to the monthly payments provided by the Family 
^ncome Policy or the Family Maintenance Plai\. Many professionals feel that the 
small extra cost of taking out a higher amount of level or decreasing term 
insurance which will suppoft the payment of a lump sum rit the time of the 
iiyured person's death is worthwhile. There is often confusion regarding lump 
syfin payments, and families are distressed when they find out that, contrary to 
>fiiat they thought, the proceeds of their whole life insurance policy are^ not 
due until after the income period ends. By piiVifng a little extra to vary the 
po^licy, survivors will not have to wait until the monthly income payments end to 
receive the lump sum payment which may be more essential at the time of death 
than 10 or 15 years afterwards. This is one policy you should clearly under- 
stand before considering. 



ONE -PARENT FAMILY PLAN 



[1 thdt 



Some companies now offer a plan thtit protects just one of the parents and the 
children. This coverage has whole life coverage for the parent and term 
Coverage for the children, this combination policy protects the family without 
duplicating insurance on the breadwinner. The plan is useful for the breadwinner 



(Juj has enough insurance, but wants whole life coverage on the spouse's life and 
Ma insurance on the children's lives. This plan is also helpful in cases wher 
parent's are divorced. 
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DOUBLE OR TRIPLE PROTECTION POLICIES 

Those pUns co«bln'e level tbrm and permanent insurance. They provide you 
with protection anounting to double or triple the face v^e of the policy for 
a specified period of time or until you reach. a certain age. After this time 
has elapsed, the extra protection (which i^ superimposed terra insurance) expires, 
and only ther permanent insurance, or the, amount shown by the original face 
value of the policy, remains. , . • 

For a small extra <ost, famlMes can have raaxi mum protection when they need it 
most--for example, while children are young and the surviving spouse is unwillino 
or unable to work. 
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POLICIES FOR EVERY PERSON 




Here are some things that you might want to consider when you are buying 
insurance. . RIenember to be realistic about your own and your family's needs 
^nd goals. Then buy the kind .of insurance, or combination, best suited to 
your individual circumstances. ^ P ' • 

• \ 

CHILDREN 
» 

Coverage 

** • , 

1. Juvenile policy (most jlikely permanent insurance). 

2. Family policy (probably through term insurance; it is cheaper). 

* Both of thes«k types of coverage should have a co^v^rsion privilege, fipth 
guarantee future insurability. , ^ » 

How much insurance for children; what is needed? 

1. Final expenses (burial costs, medical bills, e(Cc..}. 

2. Savings for education (endowment or other perrtl^ent insurance). 

DENT 

Coverage 

1. Term insurance, to provide for burial costs, medical expenses,^ etc. 

2. Credit life insurance, to protect parents from their childr^j^ debts 
for large purchiases, such as a car or a stereo. 

3. Whole life insurance, to guarantee later insurability. (Students should 
be careful about signing a pfemium loan agreement to borrow on their 
first- or second-year's premium. This may involve them in a debt which 
they will find difficult to 'repay.) 

SINGLE ^ OR WOMAN, WORKING 
Coverage X 

1. Term insurance (same as for student). 

2. * Mortgage insurance, if applicable. 

3. Whole life (both to insure later insurability and to provide for any 
dependents who are looking to you for continuing support) . 
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COUPLE. NO CHILDREN. BOTH WORKING . # ' ^ 

Consider what kind of pension fund and insurance each may have through the. 
employer. 

Coverag e 

1-. Term insurance 'foivjnortgage protection, if necessar^ and coverage for 
any large debts (credit insurance). Renewability and convertibility 
should be written into the contract. 

2. Whole life insurance to guarantee later insurability. 

COUPLE, NO CHILDREN. WIFE OR HUSBAND NOT WORKING | 

Needs may differ, depending on the ages ofH^ie husband and wife. Is a spouse 
willing and able to go back to work if the M^adwinner dies? At what .salary? 
Could he/she support himself or herself? What about Social Security or 
pension supplements? 

Discuss possj^le settlement options with your spouse and agertt. Consider a 
^douWe protection policy and .other options. Remember, your spousfe will 
|)robably need both a lump-sum payment and a regular income if the bread- 
winner dies. 

Coverage 

1. Permanent insurance, most likely whole life. 

2. Term Insurance for credit, mortgage. 

YOUNG COUP^LE WITH CHILDREN 

Both parents should be insured to guarantee the smoothest possible continuation 
of the present life-style if one dies. J^^fi^urviving spouse will need both 
lump-sum and income paynments. ^ 

Coverage 

J,^ Family pplicy. 

2. Family-maintenance plan. 

3. Family income policy. ' . 

4. Double or triple protection rider on above. •'. 

5. Term insurance for_ maximum amount on both parents. 

6. Mortgage (probably decreasing t^rm) on both. 

7. Modified life. " ' 

COUPLE OR INDIVIDUALVWITH GROWN CHILDREN, NO OTHER DEPENDENTS 

Thii may be the time to consider cashing in insurance policies- and iinvesting 
that money. pl,us the amaunt which would otherwise be spent on premiums, at 
sate but higher interest rates. 
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MEN/WOMEN: SINGLE, MARRIED, WIDOWED, OR DIVORCED 
Covernge 



1. Mortgage protection insurance. 

2. Credit insurance. , ' j 

3. Permanent insurance, such as whole life or endowment, if there are 
children, parents, or other? who are dependent for support. 

4. One^parent family pla^, if applicable. * 

5. Consider owning an insurance policy on your spouse outright, or being 
named irrevocable beneficiary on one of his or her policies. 



LIFE INSURAtlCE AND WOMEN 




Women's changing roles in_^o/iety and the incre,asing number of J^men in the labor 
force are having a grefitimpact on the life insurance policy wpfcen need. There- 
fore, a few extra words should be spent explaining this situation. 

;Points to Consider 

Determine whether or not a woman should buy, pay for, and continue to own an 
insurance policyi on her husband's life. , Money from such a policy will not be 
included in the husband's taxable estate when he dies. In a family where the 
husband is traditionally considered^ the "head of the family," he will probably 
be the owner of the policry. When he dies, ownership is passed along to the 
wife,"if?she is {ilive. 

Find out what your "^prospective policy sayS about changing beneficiaries. It 
may be very important in the caSe of a divorce or legal separation that the 
beneficiary is an "irrevocable" beneficiary. Owning a policy on her husband's 
life gives a wife added financial stability and protection, regardless of the 
future. . . ' . 

Part of a family's complete estate planning in the early years of marriage 
should be a considerution of the wife's financial security. Discuss with your' 
spouse, and your insurance agent or tax lawyer whether It would be better 
for the husband to own the family Insurance policies for tax reasons. The 
concept of a woman owning her -husband' s policy Is relatively new, and not 
always .completely understood or supported by many professlor 




A widow will need enough insurance/ Income to supporUiWy^h herself and her 
children until they are grown. However, she raa/-1lS^be working or have any 
other Incom© and this 'gap may last until she is old efiough to receive Social 

» Security benefits. She must also bd adequate Ipf funded during her own "retlre- 
menfyears. This may Include benefitsfjrom her own salary. Social Security 
payments, her husband's pension, ajUKljisuraj^i benefits. It is with this in 

\jiind that Insurance planning Is pSsi commonly done. 
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If d faiftily has become accustomed to the higher standard of living irtado* 
possible by twp incomes, basic term insurance may no%|^e enough to hel-p 
the husband financially with the responsibilities of home^ and children ■ 
if the wife dies. 'An insurance policy bought, on the life' of the wife is - 
advisable, particulat-ly if her death causes ongoing economic hardship to 
family members becaMse they must replace her contributions to household work, ' 
child care, and family life-style. • ^ v> 

* A nonworking wife, although not actively salaried, still contributes to the » 
family's standard of living. Her loss might meari that her husband will have^ 
to provide a housekeeper care for the children, and will have to pay for 
other general household management activities , that she had bepn providing, 
A policy on her life could'pay for the care of their children, help provide 
for their educational costs, and provide additional income to be' used in 
their isupport. , -i* 

Single women jiith" no dependents should still consider carrying enough insurance 
to cover final expenses and pay o/f any debts they have.. A single woman's 
policy can also provide protection for dependent relatives, if thi'S is i 
necessary. , ' ' ' 

Since the mortality rates 'at any given age are generally lower' for women than 
for- men, premiums for insurance on women are Usually lower than those for nien. 
An4 as women share more equally in family and economic responsibilities,' insurance 
coverage will have to be reexamined.. and ^altered to reflect, both this Change in 
roles and the value placed on work both*inside and outside the home, in the 
case of insurance for men, the, kind of insurance coverage a woman carries should 
accurately reflect the. needs of her dependents and the persons who would be 
affected economically by her death. ' . *r 
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y^^^^ . * IMPORTliLNT PROVISIONS 



.WHAT EXTRA PROTECTION IS AVAILABLE. TO ME? . j * / 

• . . i " ," * . *.{• ' 

Several riders are availabLe to you at an additional cost' wh%n you buy an 
insurance policy. Investigate which riders are best suited to you^particuUr 
needfand income. Some of these include; ' " ' ' 

Waiver of Premium - If you are disabled qr cannot pay your premiums, . 
som^ ooiyrracts provide for your conUjjjjing tp pay up to six months. After y 
that time, the company will return the^.amount paid during that time to you, 
^ and will cbntlnue to -pay the premiums for you for , as long as you are 
• disabled. . ' 

, Guaranteed Insurabilit^^y - This lets you buy multiples for your present 

* insurance coverage at later dktQS, without your Ixaving to proye insurability 
at' that time. You' will pay the premium appropriate .to your age when you* 
take out the additional insurance. This option is usually available until 
you reach age 40. * • V ' # " ' ' . 

' . • . - ■ ' \ , .Jt^ 

Double Indemnity- ^- 'A*. V clause, Wmetimes culled an, "accidei^tal death 
' • benefit," will , see to iV that youjr beneficiary receives twice t^e amount 

of the,,face*value of thd^ policy s*»0Mld you Mi e inW|4accid«nt The gamblings 
aspect of this rideryappftals to some people, bjut iMx family or bineficiAry 
% should be adequately provided for regardless of the cause of yqur deafh^ 
If youi* plan is. sufficient, doublte indemnity is a neediest extra expense. « 

• ■ \' ' • • ■ 

Automat i c Loan Pro v i on * - -This provides for payment^fftgcour premium by the^ 
insurance company if you haven't paid it' ydiiirself by fiSBjfd of the yfeiir. 

• T*^i5'*^s*done as a loan against your accumulated x:ash yal^ Yoti will still • 
\ have to pay the prertium, but your insurahce wonH l«ps& in the meantime. 

• \ \ ' ' • • ' . " '. ,^ ^ ' 

WHAT HAPP^S IF I STOP PAYING PREMIUMS? . ' 

\ « . ' , *|» ^ 

Whenyou stop paying premiums prior to the policy maturing (either because you * 
cannrft, 6r do not want to', continue payifient) , certain provisiohs, o^nonfbr- 
fpitute valiitesl which are written into your contract provide, you protectioA. 

You -can surrem^r your policy aAd can withdraw any accumulated c^sh value. 

'/ Cashing in your pblicy will sfop y#ar insurance protection. If you cftjh * ' 
the policy in oaply in. its life, you are not likely to^et muqh i^onex because 
ntost of your premiuft dollar has been paying commissions and AMk^r co;npany 
costs, and not much of it, has gone into accumulating cash valH: As the 
policy, matures, more and more 6f tKp premium contributes to the accumulation'* 

• of the cash value. , . 
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You can convert your ppUcy to term insurance fot the Idn^th 6£\ime 
that the cash valiy pays premiOBS. * This is the oHion whic>i most 
Irisutance companies 'will exercise autdmatiAally If doiTt instruct 
them otherwise. The, option is called "exten(Hwi teu^ "insurable e." Y6u \ 

• might select this option if you need tnore protection for a -limited 
period of timeT v .« 

* • ' < ' - , . r - .♦ - ■ ■ ,. 

Y<)u,ca% c9Bvert..^o a paid-up\ policy for a rediiced amourft of insurance that 
^covers ydii for Ute- This^optiOp is called "reduced paid-uR whole life 

• ; insurance. V - Jf you ai*e satisfied iMlth a smJ^Uer amount of protection and 

want coverage for .life^ this option- may be best for you. 

WHAT SETTLEMENT OPTIONS AR^- AVAILABLE TO ME? ' 

SettAement opt ions .refer to the method through which the Wefi^iary' will recei\ 
the (»ayment«i of the i^roceedsJiQm t\e policy. These provisions are written intc 
the iasurance cQnt tact. ,.They are: ■ , 



' Amount " * 



The ben\Bfitlary is p&id a specific amount 



unt or Installme it Option- 
until, the principal \and interest are used up. For-example, a spouse may 
Tieed a certain amourtt of«lnoney to make ends meet. 

Time Option - The amoutits/s spread oVer a predeterm^ined period of time. 
For exji,mple#.a spouse needs the additional money for a number of years 
until children are of k certairi age, wheh he/she plans to gO back.Xo work 
' and will not need extra income, ' ■ \ 

Interest Qptiofa^,- The proceeds remain with the insurance company antt 
■^^ barn interest. 'This interest will be paid tojjthe Weficiary beginh^n^ 
at a certain time in the future, planned supplemental income, or * 
college costs for children. ^ . . , " - ^ ^ - . 

Annuity or Life Inc6me Options r The pro^peds are converted into straight 
life annuity. Payments can start immediately for as-%fig as the annuitant 
lives-br they can- start at a later specified age.. If he/she doesn't 
reach that age, n6 annuity is 'paid.' - 



Joint or Surviwjjjj^ntilty - An AicomT Is^jst'id to the anrfuitant and spouse, 
for as long as eJOfer one of them i^ alive. There are several optl^ni 
availaljle. ,It is best to discuss them with th/beneficiary and your 
insurance representaUye. An annuity can begin imiiiedllitely., or be deferred 
to .a later date. . J' - • . . , 

f'inAL PoInTS YOU SHOULD BE AWARE OF • - « . 7 

^ Always Xhink of your 'insurancaiprogram as -part ef. your. total HFinancial 

* ^^V^'^ one Vpxf/c^progrem which fitsf, every^dy. Family and- 

f?iinc?«f n^f**' Tr^^^^^""^"^^" "^^'^^^S bejtakeMnto account, and your , 
financi.al pUji,,and insufance* program^ij^ulil be organized accordingly. ' 

' •• ' ' I --. - • ' , ' ^ '. ' ' ' 
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OiacOts.yoor plans not*only witih your insurance ropr«»entativ«, but with 
» an a.ttprnay or other 4)oople wKo are experiencoiHn financial planning^ 

Don't forget to nake a will and, if Vou ^have ^np, to reviev it from time 
to time. * 

* V ?"y insurance when you need iti'vind keep it for as long as you need it. 
V . As you, go through the various stages in your life cycle, adiu«t your 

program accordingly. Compare policies to find the one which offers the' 
coveng* you want at a pujlc* you can jifford. . Compare the companies in ' 
^ / terms of roputatioji and financia.1 soundness. 



i 



Be aware t^at "putting off" insurance isn't a |ood aniw«r to your 
insurance questions. " 
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IFE INSURANCE T^RMS 



^UlTY . A Doninsuranci meJ(hod of "pro. 
vidlng ,incoae for ret iroment\^ Annul ties 
protect -.you and your faaily ffji^ou continue " 
to live. They can be paid in monthly^ t 
dnstallme^fjits in adxlition tp Social .S««iri(y 
or iieT\;ii6n" benefits. If insut-ance can be 
ca lied protection Ugainst dying tob -sooh, 
an annuity can be called prptectiph against 
living too lohg. % 

AUTOMATIC PREMIUM LOAN. This is free of . 

charge, but the agent ha^s .to'bev'rnfonned of 
.it. It is an optional provision that -pays 

the premium from your cash rvalue should 

you miss a payment . It is recommended 
^that the loan be paijl liack so that the * » 

face value of the policy will be^pduced. 

CASH Value, savings, pbrtidn of. the, policy 
which comes from the higher premiuihS paici 
during the policy's early years. 

, ' . ^ \: *^ ^ , ^ , r 

CREDIT LIES INSURANCE is dec reasin4{^ term 
insurance. Irt c^s^ of the owner's de^th/ 
a credit life insurance palixy w6<l^l6 defray 
the unpaid balance of the loan. 

CHARTERED UFE UNDERWRITER (CLU)- ' The 
,.equivMent of an advai^ced college Uegree 
for the insurance business. * Other insurance 
educatiqn designations include: , FLMI/ 
(fellow. Life Management Institute)'. ar(d LUTC. 
(Cife Underwriters Trailing Council). ' 

^RILm^INCOME INSURANCE . J^rotect** t^he * 
ih^uir^i* by prdvidirtg an' income at i^tima 
when he/she ^is./^able jtoi wojrk 4ue to a! " 
di,s4bility. ^e policies usually supply 
50-60f^\of ttyp insured's monthly income 
(cons fdkred^ part of hfealth insurance). 

GRACE PERIOD. A 3r-day period in which the 
insured ^can pay premiums that are due and 
;^etain the poli^jUffithout paying any possible 
interest penalty or submitting to a physical 
exajn. 



GROUP MFB INSURANCE.- This i^ basicaUX 
te^ insurance and wluV{>rotect your 
dependents^as long as you. are with, youf 
present employer. It covers employees . 
of a company under one master* policy*. 
In/mojjt cases^ this type of policy, 
can be converged ,to a whole life 
policy within *3ft day« aftet 4ermination\ 
bf employment, the premiuitfs' a^te rela- 
tively low and do rtot diffet for the • 
various age groups within the same 
company. ^ ' 

GUARANTEED ISSUE RIDER. Provides that ; 
the ins\:ired cao purchase additipnal ' 
insurance regardless of ^nV medical 
impairment at cerjAiif^eriQds during 
his 6r her life. V. 

HEALTH- INSURANCE, This consists of basic 
ho$pitaliz4fti6n, major niedijal, and 
comprMo^isiye insurance. • ^ 

Basic pa^s the hospital room and' . * 
board and surgical fees. ^ ^ 

t Major, Medical i)aysi|ho5pItar*i Ws 
ceedin^ the basic CQV^rage limits, 
nje supplemental or catastrophic 
'major medical plans provide coverage 
^ 1250, j)00 or more. 

siye incorporates both basic 
olr mMical plans. In. add it ion » 

doctor bills, prescription 
and miscellaneous fees. 

provides government health 
insurance for people over 65. 

INDUSTRIAL LIFE INSURANCE. Small f 
insurance policies (under $1,000) that 
are sold by an agent who also collects • 
the premituns, usually on a weekly basis, ^ 

LIFE INSURANCE: Protect* your family , 
from economic loss in c&se of your (the 
insured •^s) death. 




cost 
Mbdi 
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^ " • ' ■ 
INTEREST- ADJUSTOD METHOD. A nethod used to 
coapare policies' actiwl cost to the 
pblicy^onmer. , . ' 

•> 

MORTGAGE INSURANCE can be purchased as * 
Whol'e life, leveT !ter«, or decreasing term. 
Jf pupchased as decreasing teim insurance. 
It wowia pay off the balance, of the mortgage 
in case of dpajj^h. 

^ • ^ . * ' (^'^ . 
NONPARtlCIPATIlUG "POLICIES. Dividends are 
hot paid tQ insiatfai^ce policyholders; the 
company •>sgprof It 5 are dt^rstributed to 
stockholders ifr-the form of dividends. • 

eARTICIPATING POLICIES. The company ret*ff\s 
the unused pc(rtion of the insurance 
premiums to , the policyholder iii the form 
of « dividend. ^.(Dividends ate never 
guUranteed. ) ' 

••PIGGY- BACKtNG". Using the cash value of 
an older policy to purchase a new one. The 
older policy becomes eitjier. w4rthless or , 
will' bo redu^d 'by the ampijnt deducted. 
Many times the consjuunep doesn't realize 
this:. Also,, the new policy is usually 
more e^tpensive. 
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PREMIUM. This is the price you pay 
for your insurance. Premiums can be 
paid annually, semi-annually, quarterly, 
or monthly. 

"PROPERTY AND CASUALTY INSURANCE. 
Insurance that covers your auto*, home, ' 
othei* property against risk of fire or 
theft «nd other perils. Also available ' 
are comprehensive insurance plans; for 
example, homeowners*^ insurance covering 
various risks in one policy. 

TIME VALUE OF MONEY. This is the value 
a certain amount of money would have over 
a period of time Cor "in- a given number 
of years) after it has been put to use 
to earn interest. 

••TWISTING". iJrijustif iid caching in of 
a policy to buy a new one, upon advice. 
Think over yqUtr reasons for doing this. 

WAIVER OF wiijlUM. This is a disability 
benefit wJnch waives premiums after five 
or six months of disability. 
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8) Which type of insurance policy provides maximum amount of protection 

for low cost? * 

* * i 

a. endowm^tnt 
b- whole life 
c. term 

9) A policyholder can borrow against #which type of insurance policy?' 

a. term y- 

b. whole life 

c. both *^ . 

10) Riders are: 

a/ new policies 

b. cash build-ups 

c. .additions to' already existing policies 

We would appreciate the following information to help us improve our service: 

Have you used or shared any of this information from the fact sheets or do 
you plan to do so?* 

Yes No . > 



If yes Or n,o/ please explain. (Please use reverse side for your comments^) 



^Applicable only if this unit has been administered through a County Coopelrative 
Extension office! If not^ please cqmplet;e the quiz and retain for your own 
benefit and reference. 
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' . IMPORTAffT CONSIDBllATIONS 
Before you nwke any decisions, know ALL THE FACTS. 

Many people let the excitement of buying a house*- -especially if it is their 
first --overrule their coanon sense. Don't let this happen to ^ou. The 
emotional impact of financial problems stemming from house worries cahnot be 
overestimated. 

' •• • ■ . 

A main reason behind foreclosures on homes is that people buy without realizing 
all the costs involved in owning real estate. 

SEVERAL IMPORTANT FACTORS 

Have you considered that you are not just buying a hOuse? You are becoming 
part of an entire community. Several factors influence the current and future 
value (appreciation) of your house and they must be considered. 

Remember, buying a house may be your most important investmen.t. Take time to 
consider all these factors: 

.Distance from job. How far is it from where y9u work? Will you have 
increased transportation costs- -repair , fuel, and insurance- -and is your 
■ present car adequate? ^ ' 

■' ' ^ ^ 

Growth or decline;. The community you choose will have a direct influence 
on the eventual return on your investment. If it is a growing, sought- 
after community, chances aire that the »value of your house will appreciate; 
if it is not a growing, sought-after community," the value of your house 
may depreciate. 

Schools. The buyer can sometimes save on the purchasing price if he/she 
needn't compete with others who want to be close to schools. Those who 
insist on being in a particular school district might have to pay a 
premium. 

•'^^poarance. A well-kept neighbdrhood, where surroundings are neat 
4nd clean^ will enhance values. ■ 

. Surroundings. Are railroads and/or bus stops nearby? Are highways 
planned- -perhaps right behind your backyard? Is the area commercially 
zoned? Kre there large vacant lots,. and how will they be, developed? 
Is the value of the house consistent wi^h others in the neighborhood?. 
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Any on© of these considerations need not be negative. For example, a commuter 
may want to be close to a railroad. The Important point is to kn6w the 
community before you buy, so that you don't get a rude awakening, economically 
or psychologically. . 

■ • . . . " " ' 

OTHER FACTORS . ' - 

Price bracket. A|ftexpensive house might not appreciate as much as a 
medium-priced hou?e, just because there might not be as big a market for 
it when you want to sell. % ^ 

Tax rate. A community with very high or steeply rising property taxes 
are often the result^of a large influx of population; more tax revenues 
are needed to build hew schools" and to offer increased public services. 

Consider the ages of your children and how important the community schools 
will be for your ftmiily. , Decide' if the increased services are an advantage 
you want and can afford. 

CONSIDfiR nil! PROS AND CONS OF OWNf-RSHlP 

A dvantages 

You can deduct property taxes and the interest portion of your 
mortgage payments from your taxable income. 

, ■ \ ■ 

Paying eff your house is a fbrm of "forced savings." As you pay off 
your mortgage, you increase your equity. After saving gradually for 
15, 20, or 30 years, you wi.ll own your home. Also, because we live 
in inflationary times, it is to your advantage that your payments 
remain the same. You need to realize, though, that the idea .of 
variable mortgages is -becoming more accept;able and that these and other 
. types of new mortgage options may increase in the future. 

. Be^causo of increases jin property values, many* people have been able 
to make a profit when selling their homes. ° 

\ The buildup in equity can be a cushion against future financial 
difficulties and can figure in your overall retirement plans, 

. If )^ou borrow, keep in mind that the interest rate on your mortgage 
loan will be lower than on most consumer-type loans, 
• * 

, If you borrow and pay back regularly, you will establish a good 
credit rating. ' 

. ^ Social aspects of home ownership are Important, i.e., establishing 
family roots, caring for a house, using it ^s it rebates to avperson's 
value system. 
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Disadvantages 

If you take on a large moj:»tgage obligation, you will most likely 
oblige yourself for a number of years. Many buyers overextend 
themselves and hav^ no funds for unexpected money needs. If you 
4«fault in mortgage payments,, foreclosure follows. 

The money spent for principal, interejst, taxes, and insurance will 
not be at your disposal. For example, you may have to forgo otf\er 
investment opportunities, such as. savings certificates or stocks' 
because of the purchase of a house. 

Your funds are not 1 iquid. It can t&k^eyfeT&l months j^eAre you 
may be able to sell your house (let aiWe make a profit) 

In case of an abrupt move, a ren,ter may^ lose one pr two month's 
^nurity rent, but a homeowner might lose much more On th% resale 
price and prepayment penalty. This immobility, to some degree, 
is a consequence of homeownership and must be considered In major 
dc^cisions, such as whether or not you should accept), a new job that 
would require movinjg. ^ 
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^ YOUR MONEY MATTERS 

' ^ 

Pinincial Aspects of Housing - UNIT IV T^T^^tlfU 

'■ ■«„ - . ■ ■ — ^ 

"\ - ' CONSfPER THE COST 

^ % * • ■ ' ^ 

4-' 

Once you have decided that a house will be a good investment for you. stop 
and considet if you can really afford it, ^ 

' . GENERAL GUIDELINES ' 

The^e ijuidelines and points to consider: ' * ^ 

■ \ ' , '■ ■ ■ " 

. PurcTiasing price should not exceed two to three times the amount^of your 
antiual salary, depending on your downpayment, personal pircumstances, net, 
worth, the type of loan you obtain, etc. ^ .4' 

"N. ., . ' * 

. Monthly payments of principal, Ifiterest, and taxes should not exceeil more ^ \^ 

than one week's pay--or 25 percent of, your monthly take-'home< pay if you 
budget monthly. r 

. You may be able to safely adjust -tmounts upjifards to about 35 percent of 
^ monthly take- home .pay if; j 

w ' ;.. V . - : ' - 

i - Your spouse will join work force or is already working. 

, : > - wife is not of childbearing age, the family does not plan to haye 

children or ex^^ect additional children, or both par^ents plan to continue 

working even if there are children v ^^-^ • 

Increased income is expected. 1 \ . - 

. • ' f ■ '- ' 

' "^^^ young with good profesjiional prospects. ' 

- You are willing to substantially alter ;four style of living and make . - ' '. 
, sacrifices^ Can you make, do without new furniture or 'rugs or other 
••'essentialT' such as vacattons>or a new car for an extendied period of^ 
time? ' ' ». • 

. " , ■ • ■ 

You and your family must be the judge of this. Make it a family discussion-^ 
and decision ^ ' ' ' ^ . 

■ . . • ' • , • , ^ .■ ' 

\. ■ - ... ' , •'"'•"''■.'(' 

. The PHA guidelines suggest that your total monthly housing , expenses should 
not exceed SO percent V)f your monthly take-home pay. The actual, amoynY 
will "vary according to Such factor^; as number .of dependents, status of 
health, personal circumstances, age, etc. . ' ' * ~ 

f ^ f ■ * , • 

r - ' . ■ - 
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Mr. Jones takes home $12,000 a year. Divided by 12 irtbnths, this is $1,000 ptir 
month. His mortgage paymenf at 25 percent of take-home pay would be $250 a 
month; at 3& percent, $350 a month. . 



NOTlit His total housing expenses should not exceed 50 percent or $500 per mpnth 
MONTHLY F.XPENSliS ' " - 

How. do wo determine how much we can afford to spend on a house each month? 

Here's one way to figure \t out; " ^ ' ■ 

Mxample 

1. Monthly take -home pay $1,0{M^.00 

2. Deduct all monthly expenses, i)Ki^he amount 

you will set aside for savings. Don't include w 
current housing costs and u{)^oep . 480.00 



Amount you can spend ........ $ 520.00 



♦ 



This sum must cover the monthly housing n<^s shown, in the following list. 
Don't buy any house until "you figure out your approximate monthly housing 
costs and whether ^ou can afford them. 

t)on't forget that you will have to pay various fees and closing costs at the 
t.ime ot purchase. . . 

Include these charges in your ca-l epilations : 

Monthly Housing Costs: ' ' ^ 

1. Mortgage payn^ent? ^ . 

. principal portion , . 

interest portion 
. property taxe5--l/12 of annual assessment 

You can keep your monthly mortgage payments relatively small by: 

making the downpayment as large as possible >a 

. stretching out the paymertts over a longer pei-iod of time. , 

This will cost' more in interest but- if your income increases) you can 
pay the loan off sooner by increasing the monthly .mprtgage payments : 
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getting a relatively low interest . rate on your mortgage. Shop 
^ around; you might be able to save up to 1 percent on the entire 
loan. 

keeping the amount of your lo^n in line with your overall income and 
spending pattern, 

2, Homeowners' insurance 

monthly portion of annual premium (1/12 of yearly cost) for: 

' Packaged insurance, or 

- Separate coverage (hail, wind, accideijts on your property, theft, etc) 

i^^ance costs may be included in monthly mortgage costs and paid 
diTW^ly by the lender (in some states). 

3. Property taxes ' * I 

usually property tax payments are included in mortgage costs and paid 
directly by the lender (e.g., in New Jersey). 

You may be required to give the lender two months' worth of taxes which the lender 
holds in escrow. The lender can work with this money and will pay the taxes a% 
they are due. 

■i 

•»\(atch the local papers for new developments in the property tax structure- 
You can sometimes foresee increases. 

Ask yourself whether the community you are interested in is a growing one which will 
need more schools, roads, and recreational facilities. If the answer is "yes," 
it's likely that the local government will have to increase taxes accordingly. 
^ .' . • 

4. Utilities - Ask the seHer for actual utility bills. 

^ 4 . fuel for heat (ask the^ ownter, costs vary) 
: -gas i 
telephone 
,* electricity 

J water f ' 

5. ' Regular Maintenance 



I 



garden upkeep 

lawn power 

tools 

painting 

wallpaper 

garbage 
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6. Major or minor repairs 

rtirnace and air conditioning equigpent 
^vtorm windows and dours 
roof leaks 

^ . plumbing 

^ . painting (inside and outside) 

lX>n't forget that you 1 1 need^o have money not only for the purchase of the 
house and keeping yp with monthly household expenses', but also for expenses such 
as : 

moving costs 

closing costs (loan origination fee, legal fees, title insurance, etc.) 
' taxey to be prepaid and put in esi:row (deposit) account with the bank 
property insurance paid in escrow 
essentials such as storm windows, lawn mower, etc. 
any immediate repairs. 

«OMF; IMPtovi,Ml-.NT TIP 

One architect gives the following advice: don't plan any ma jf)r remodeling in 
the first year. Large amottfits of money may be involved and many times the 
results prove to be disappointing. Living in the house may make you appreciate 
the existing floor plan or allow you to make the most' satisfactory plans for 
changes. ^ .-I 
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THE PURCHASE AGREEMENT AND YOUR LAW YER 

^ ' 

. \ • . 

One© you know how much you can afford, decide' how much you want t(k spend on a 
house. A couple with grown children may be happier tn 9 smaller, less imposing 
house eveh though they cowld afford more. You may be better off buying a small 
home if you really prefer to have money for vacation^ and other luxuries; 



GETTING A 3ETTER DEM 



Once you set your pri^d, do try' to get the most for your money. -If someone is 
asking $55,900, they Aay settle for $53,000. Appliances and furnishings are 
sometimes part of the bargaining, too. j , 

If the owner has to move and must sefl the hbusd in the middle of the winter, these 
considerations can work to your advantage. Most peop;e house hunt in the spring 
and, with fewer people bi^dding on the house, you are more likely to get it at a 
lower price. • ' ^ 

When your bid is accepted, you and the seller wilj legalize it jwith a purchase 
agreement and earnest money. 



THE PURCHASE AGR^fMENT (The , *ixaraple given i^'from New Jersey; other stags' teal 
estate firms migfit have different agreements). 

Any contract which inyolve^ real property must be in writing according to the 
statutes pf Frauds. You will have to sign a purchase agreement jot "contract to_ 
buy" with^ the .seller and make a downpayment. 

Most likely the realtof will handle affairs at this stage, e^ecially if you are 
ljuying through him or her. He/she w^ill use a standard purchase agreement form. 
This agreement, which you. and the seller will, sign, is a conditional sa^es contract 
and should, Af possible, be che^bd by your 'lawyer. If you do nQt buy through a 
realtor, then, definitely have the agreement drawn up or checked by your lawyer to 
ensure that your intferests are protected. * 

The purchase agreement includes all the terms and conditions of the sale > It does 
not give ypu arty title and you don't own anything yet. But the seller Rrom*ses~To 
deliver tt\e deed to y6u, and you promise to pay for the '"real property" (as opposed 
to "personal property") on a certain date if the conditions on the purchase agree- 
ment have been met . ' ' 



NOTE: .There is often a clauSte which states t*e date when you must have obtained 
' a mortgage. • , 
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I.ARNIiSr MONHY 

At this time, you will also give the seller a deposit called earnest money^ 
usiiaUy several hundred dollars. l-arnest money is money paid in advance to bind 
a contract. It is an assurance that you are serious in your intent to buy this 
house. 

Ihis is a serious legal step. If you change your mind later because you discover 
something alH)ut the property yo^i don't liKe, or because of sorhe other reason, you 
might forfeit the entire deposit. 

CONTliNTS^OF A PlIRtHASi; ACRIiliMliNT 

Make sure the purchase agreement contains: * * 

All items discussed in writing. If the seller told you that st\orm windows, ^ 
the fireplace equipn^nt , and the washer are included in the puAhase price, 
it should say so in the purchase agreement, too, 

*. 

Final purchase price. 

How much earnest money (deposit) you have to put down. ^ 

. How long you have to fulfill your obi igat ions- - to secure a mortgage, get papers*. 
How long the seller is bound. Any conditions under which the contract can be 
voided tif, for example, you can't get a mortgage). 

, Any "easement ^or restrictive covenant" on the property. Thi^ refers to anything 
that will re?rtrict your freedom of action regarding your property. 

Any leftover mortgage, if applicable. O'his is an old mortgage which wiU be 
rolled over to the new owner, who then makes payments to the previous owner.) 

, Confirmation that interest and taxes are to^e prorated to the date of closing. 

What happens if you fail t.o complete your part of the agreement? For instance, 

you change your mind and refuse to buy the house even after all the terms of 

the .agreement have been met by the seller. If noted in the agreement, the earnest 

money will be applied as ••damage" payment to the seller or broker. In some instances, 

you may be forced to buy the house. 

nLding a lawyer 

The legal language involving r«»al estate is about 900 years old. This is a very 
good reason tft hire a lawyer; he/she can explain the terms to you. / 

Another reason for obtaining a lawyer is that you pay him/her to look out for 
your interest and to advise you if problems arise. 

I 
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Your lawyer.wri I search the title, make sure that It is "clear" and that 'there 
ar« no "clouds" on the property. This is finalized'by getting a title abstract- 
recorded history of the property- -from the county Recorder's Office. 

l!lll«?j:!l--»'roperty Is clearVhen there are no possible claims which could at at 
later date be- made against the new owner which, in this case, is you. 

4 

An example of unclear property:'^ 

f 

Fifty years ago somoonc in the fiunily did not sign over the deed to a new 
purchaser. The heir couKi show Up and claim the property. These things 
do happen. 

'!^!:P_yA'^"--'<t»corded or unrecorded restrictions on your property. Or a recorded 
,or unrecorded privilege of a neighbor making use of your property (easement). 

Hxamplcs of possible clouds are; 

. No permissions to build on the property or add onto the house, or 
restrictions as to the use of the property. 

. An "easement" on the property - for instance, the next door neighbor 
used the driveway or passed over the backyard for many years and thinks 
h£/ has the right to do so in the future. 

Even when the title appears to be clear, an agency lending you money to buy real 
estate will usually insist on title insurance for the amount of the loan to 
pfotect It against future claims. It is to the buyer's benefit to get title 
insurance fdr the total value of the property to protect himself/herself, also, 
rhe cost is less if both policies are paid at the closing or settlement. 
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This is the big day, the day of the property transfer. Buyer, seller, lawyer 
(in some states), and real estate agent usually meet for the closing. 

When you meet witb the seller in your banker's or lawyer's office, after closing 
costs are settled, you are given a deed, or mortgage. Now you have possession and 
title to the property. • ' 

The deed must then be recorded in the county clerk's office. In most cases your 
lawyer will take'^care of this. 

The seller will pay the agreed-upon commission to the real estate broker. This 
IS usually 6, to 7 percent. The seller will receive whatever is his/her share 
of ownership in the house. This equity is the purchase price minus what is still 
owed on the property ^nd closing costs. 

CLOSINd COSTS AND LEQAL FEES 

Most new home buyers are amazed that closing costs are so high. Find out from your 

lawyer or real estate agent at thu beginning what the approximate costs will be. 

According to the Real Estate Procedures Act, it is the lender's responsibility to 

indicate the approximate closing cost to the buyer; your attorney can furnish you 
with the remaining cost estimate. ^ ' 

As )a general rule of thumb, your closing costs and legal fees will amount to 
approximately 1 to 3 percent or more of the purchase price\ (These are only guide 
lines as the cost varies from location to location, and states differ in closing 
costs that the buyer and seller must bear.) The following fees are likely to be 
included: ' 

Title insurance--To- protect the leader and buyer against possible losses 
due to claims .by other parties to the property's rights. 

. litle search--To search into the* property's history where all claims, liens, 
etc., have been recorded. Before- it insures a client, the title insurance 
company will insist on a title search to see if the property is -free »nd 
clear of all claims. 

Mortgage insurance- -To protect the lender in case you' default in your 
^ mortjfage- payments. 

. Survey--To check the accuracy of the land description, and possible 
Illegal encroachments on the property. ^ 
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% 

. 'Recording fee^-To record the mortage and the deed* 

t'redit - report ing fee-^-To find out* about your credit rating and standing. 

Appraisal fee- -To evaluate your^roperty . You^ lender will i'nsist on this 
appraisal. ' 

Buyers' and« sellers' lawyers' fees--Ask a mortgage bankep, real estate broker, 
or call several lawyers in your area to learn (iurrent fees* 

Don't forget thixx your mortgage lender is likely to require that you make a two- 
months' deposit on your property taxes in advance as escrow. 

ivwM papi;rs iNVOLVi;i) 

The deed"-The legal document that transfers the title ("ownership") from 

the seller to you, the buyer. 

i 

rhe mortgage note or bond--This contains; 

your unconditional promise to repay the loan. 
specifications a^ to the specific sum to bo paid per year, 
interest rate of loan. 

an agreement on. what happens if you should default '(the entire amount 
may become due and payable at once). 

a promise that you^will have the premises insured, pay taxes, and keep 
^ the premises in reasonably good repair. 

a statement that the note is secured by a mortgage, > 

•» 

The survey » 

r 

rhe title insurance policy 

The mortgage--This is your pledge of the property to the lender and is 
his/her security for granting you the n(ortgage loan. It is your loan 
contract with the lender. 

9 

THE MONIES NEEDED FOR BUYING A HOUSE . >^ * 

The buyer will pay: * • 

closing costs (including lawyer's fees). Amount varies and depends on 
price of house, amount of search done, etc.; approximately 1 to 3 percent 
of the house *price* 

• possibly points charged on "loan. 
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any possihle adjustments to be made; for example, you will have to . 
reimburse the seller for the taxes he may have prepaid or vice versa. 

insuran ce if payable in advance. 
property .taVes if payable in advance.' 

purchase price to the seller. The purchase p^ce wtll usually consist of: 

1. The earnest money paid at the time when you signed the purchase 
agreement . 

2. The mortgage loan (amount you borrow from the bank or other lender; 
this money is paid by the lender to the seller). 

7>. Any additional cash payment (downpayment ) , Usually the earnest money 
and mort^ijge loan do not equal the purchase price. x 

Hscrow funds deposited' with the lender or with a third party. This sum 
secures the lender against nonpayment by the borrower on items such as 
property taxes, hazard insurance, and any property assessments. 



A TYPICAL KXAMFLK 

Let us look at the following example. You are buying a house for $55,000. 

$55,000 total purchase price 

^"^1^50 earnest money '(deposit already paid) 

-^3, OOP mortgage loan secured 

12, 250 additional downpayment needed 

+1»375 ^ all closing costs and lawyer's fees 

—J: 380 extras (adjustment, escrow, etc.) 

^I'^'OOS CASH NEEDED ON CLOSING DAY 
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^ YOU HAVE OTHER HOUSING CHOICES * 

If you cannot or do not want to invest money in a single- family house, what other 
choices do you have? 

THE MULTIPLE-FAMILY HOU^^ ' 

Many people buy a two- or four-family house and rent outgone or more apartments 
to help .with monthly mortgage payments. ' 

The advantages include greater financial security for the future and reduced 
housing costs for tl>e owner. But there are also disadvantages to owning a 
multiple-family house. Some people feel that they do not have enough privacy and 
that the tenants do not take care of their property. Tenants may call on the 
owner s_,£r«quently fpr very minor reasons. Sometimes there, may be ill-feelings 
because of the tenant -owner relationship. ' - 

THE COOPERATIVE 

The land and building are owned or leased by a corporation, which in turn leases 
space to its shareholders. You, the shareholder, will have ownership rights in 
the entire apartment complex as you hold stocks in the corporation that owns the 
building. You are also entitled to a long-term lease on your unit. Since you 
own a proportionate share of the Entire complex, you will pay your proportionate 
share of all costs. The following are figured as costs: 

. the principal and interest on the mortgage loan (taken out by the corporation) 
taxes . ^ I 

insurance ' , , ^ 

maintenance and repairs 

salary for superintendent and manager " 
landscaping 

"Ehe abovfe* costs will vary with the vacancy rate. The more units occupied, the less 
you pay proportionately. If units are sold at less than they cost, this loss 
will be shared by all stockholders and vice versa. > 

With this type of ownership, you are often involved in policy meetings. Be sure 
you want this commitment^ Also, majority consent is required before you can sell 
yoUr unit, and the shareholders usually vote on anybody aboUt to purchase a unit. 

THE CONDOMINIUM 

If you want to combine ownership with convenience, a condominium xnight be the 
right investment for you. , , 



ERIC 



Fact Sheet *17 ' ' 2 

A. condominium offers the feeling of ownership hut, at thv siune time, carries 
Iftss responsihility than owning a house. It may also bAacquired at less cost. 
You will ho the sole owner </f one wTiole condominium unit. 

t 

If you cannot afford tv pay cash, you will obtain a mortgage and get title to the 
property and a deed. You will usually pay taxes and insurance either directly 
or along with montjhly mortgage payments. ^f principal and interest- to the lender. 

The land on which the condominiiun complex is situated and a'l 1 facilities used in 
common, such as- halls, grounds, and laundry, are jointly owned by all. 

You can usually sell or lease your condominium wfthout permission of others. The 
property taxes and the interest are tax deductible 

As with the cooperative., you will pay a maintenance fee for cleaning and upkeep 
ol the common areas. V ' 



THi; MOBIU: UNIT 
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Another mcreas ing,l y . popular choice is the mobile unit. It offers ownership and 
privacy at a relatively small expense. It solves the housing problem for many, 
especially those with low budgets and .small f£unilie5, * 

A mobile home can be purchased at relatively low co.sft, as the land is not included 
in the i>rkce. 

In a mobile-home park, you pay a monthly rent for the use of the property, .lols are 
usually small, so rents are relatively inexpensive. 

Maintenance costs are also low due t^small lots and size of mdbile homes. 

In some states you may be able to purchase a. home in a mobile home subdivision, 
which means that you would own both the home and the land. 



Consider the disadvantages of a mobile home, too: 




. Your mtrbVe home usually depreciates (loses value) faster than a single- 
family honiy. A mobile home's lifespan is shorter. In inflationary times a 
mobile home, if located in a prosperous neighborhood and kept up well, can 
keep up with inflation and depreciate more^slowly or even appreciate. 

If the unit is in a mobile-homo park (and most are), you do not own the 
land. 

. Mobile, home loans are installment loar^s extended for a shorter time period 
than mortgages for houses. 

The interest on mobile-home loans will usua^Y cost more than interest for 
mortgages- " ' ' 
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Carefully examine the site of the mobile-home park. Check for maintenance, 
.deterioration, safety, etc. 

You will have a small yard and no basement, al though^some mobile homes are 
put on a foundation or basement. 




Be sure you haVe a space reserved at a mobile-home p^rk before you 
jnircliase a mobile- home unit. 

Local zoning regulations sometimes forbid mobile homes on any private » 
property. Inquire before you' buy. 

ri;mhmbi;r: 1 

In any form of home ownership, prices fluctuin^e with supply and demand. You can 
soil at a loss or a profit depending on the market. ' 
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♦ 

^N'S ^ OUT'S OF llOMEOWNfiRS' INSURANCE 

WHAT IS IWMEOWNERS' INSURANCE? - * * 

Various fypes of insurance are 'Ovailable to homeowners, tenants > "mobile home- 
owners, corxiominiuro owners, and shareholders of cooperative apartments, with 
the type of policy adapted to the needs of eacK. 

Homeowners' Insurance Is a packaged Insurance program. You can choose from 
various forms, depending on thc> number of risks you want to be insured against^ 
and how much money you are willing to spend, 

TYPES OV POLICIES 

V - 

Ba sic Homeowners' Policy (HO-l ) 

Protects you against damage or loss from fire or l^ightning; windstorm or 
hall; smoke; vehicles; burglary and theft; explosion; aircraft; vandalism 
and malicious mischief; breakage of glass consisting as pa*tsJ>f house (not 
included in HO-2 and HO-30 ; riot or civil commotion. 

B road Form {m-2) 

Will cover you against the basic 11 perils, and 7 additional perils, e,g., 
damage from falling objects; ice, snow; €j?l lapse of building, or any part 
thereof; freezing of plumbing, heating and air conditioning systems^ and 
domestic appliances; accidental discharge, leakage or overflow of water or 
steam ^from within a plumbing, heating or air conditioning system or domestic 
appliance; tearing, cracking, etc. of hot water heating system or appliances; 
Injury from electrical appliances, wiring, etc. (TV and radio tubes not 
included). 

Comprehensive Policy Form (HO-5) 

An all -risk policy (also more expensive than HO-1 or HO-2), which means 
that the Individual perils don^t have to be listed. You are covered against 
all risks, except those specified in the policy. Excluded, for instance^ 
are floods, earthqua4ce, backing up of sewers, tidal waves, war, etc. (Do 
consider buying flood insurance if it is available in your comroipiity and 
if your area is flood-prone.) 
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The following liability coverage is also included in every homeowner's plan: 

# m 

Personrfl Liability Protection * V 

Covers you if someone is injured on your property and you are held responsible 
or if the property of others is damaged (you happen to break a neighbor's 
vase, or your child throws a ball through a window). The insurance Company 
win pay the legal costs involved in a court suit and whatever court settle- 
ments are reached up tp the limits of the policy. 

Medical Payments Coverage % 

Designed for smaller injui;ies occurring on your property or. involving you 
and your family in some way even if occurring elsewhere. Payments are made 

> . by your insurance company, regardless of fault, up to the limit of your 
policy (usually several hundred dollars although larger amounts can be 
purchased). Examples: Your dog bites a neighbor, your child hits and 

• injures a friend in a fight, etc. 

Ask your insurance agent about separate coveragAf you have people workine 
for you on your property (cutting grass, baby sitting, cleaning your house, 
etc.). This will protect you in case they are injured on your property and 
you are held liable. ^ f i' ^7 

ADDITIONAL COVERAGI- 

Floaters " .y^^ 

Separate "floaters" can also be bought to protect personal property of value 
greater than what would be inclUded in the homeowners' policy--more than 
$1004). usually. Examples: silver, jewels, furs, antiques, art collections. 

Theft Coverage and Liability Protection 

If you do hot want the homeowners' packaged insurance plan or cannot obtain 
It, this type of policy can be purchased separately as an alternative 
However, it must include one of the following: 

. Fire Insurance- -covers you against fire^and lightning. 
. Fire and Extended Coverage--covers against fire and lightning 
as well as wind. hail, smoke, vehicles, explosion, etc. 

PROPERTIES COVERED IN A POLICY - 

Your house, garage, and other private structures (not for business) on your land 
are always covered. Many people are underinsured because they base their insurance 
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on* murket vulu*. Insurunee should be based on replacoment cost--what it would cost 
to rebuild the same house with today's labor and material costs. Your insurance 
agent has the means to calculate replac,en\ent costs. 

It is recommended that you should carry insurance on 80 percent of the rep^ce- 
mcnt value of your property so that the insurance company will reimburse you in 
the entirety For partial losses. If you do not m'efet this 80 percent co-insurance 
clause, you will only be reimbursed for a proportionate share in case of a partial 
loss. In case of a total loss, you would be .paid up to the limit of the policy. 
But he aware that, most claims are for partial losses. For exiunple: Your house 
(includins land) has a juarket value of $38,000. •Your insurance broker tells you, 
after careful calculations-; that your particular house, with its special features, 
cannot be rebuilt for less than $55,000 in today's market. You should th'^^ carry 
insurance for at least 80 percent of $55,000, not just on $.38,000. You may want 
to carry insurance for as much as 90 percent of replacement costs as an inflation 
ijuard. 

If your home cannot bo occupied because of damage caused by a peril you are insured 
against, your houeowners' policy will' take caie of tbo additional living expense 
of hotels, - restaurants, etc., up to the limits stated in the policy. 

contents of your house are also insured under a homeowners' policy. Be aware 
that your insurance contract will i^lways have a depreciation clause for furniture, 
household goods, etc. If you own , expensive silverware, jewelry, antiques, art, 
ask your insurance agent about a "personal property floater" in addition to your 
general policy. Make sure that you have an itemized list of all your beloni?ings 
in a safe place. In case of theft or fire, this list will be your proof of what% 
has been lost. You may wish to take pictures of furniture, silver, etc. Pictures 
and copies of household inventories need to be kept in a safety deposit box. 

A POLICY FOR THOSF WHO RliNT {HO-4) 

If you live in an apartment or rent the house you occupy, you can insure your 
hoiMsehold contents and personal belongings under the Contents Broad Form, or 
TenaHtj; Form (HO-4). This policy includes the same 18 perils covered in HO-2. 
Since you, do not own the dwelling or private structures, they are not insured 
under HO-4; however, your policy does provide coverage for additional living expense 

A SPFXIAL FORM (HO- 3) 

If you want the greatest possible protection for your dwelling, but do not want 
to pay for this same extensive coverage on personal property, consider purchasing 
1^ Special Form (HO-3) . This provides the same coverage for the dwelling and 
private structures as does Comprehensive Form (HO-5), while covering property 
for the same perils as in the Contents Broad Form (HO-4). 
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ADVANTAIJIS OF HOMEOWNERS • INSURANCE 

The adv|intage$ of a packagoJ homeowners', tenants' or shareholders' poli 
arc that : : » > 

it |s less expensive. 
. it is easier to "Schedule (budget) one payment, 

it is letis cQnfusing--one policy covers everything. 

Know the perils you are insured agaitist , and don't -be underinsured ! 



I'or comprehensive informat ion about property insurance in general, send for 
a free copy of A. FAMILY GUIDH TO PROPHRTY AND LlABtlJTY INSURANCl- from 
Insurance Information Institute, 110 William Street, New York, N.Y. 10038, 
or ask your real estate agent. ^ ^ 
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W^iAT'S IN A MORTGAGE? GET TO KNOW THE TERM$ 

You are ready to buy a house. Yqm will probably need to apply ^Or a mortgage. 
Most people can afford only a ca«tt dbwnpayment when they bUy a house, and have -to 
finance the rest of the purchase price through a home mortgage loan. 

Some people let the excitement of buying a house--especiall'y if it is their first-- 
overrule their feelings of caution. Yet the emotional~~TlHpact of financial problems 
stemming from hoU«e worries cannot be overestimated. A mana reason behind fore- 
closures on homes is that people buy without realizing the total cost of ownership. 

Have you figured how much you can really afford? Your monthly expenses will 
inc ludf: 

mortgage payments ^ 

taxes 

insurance 

utilities 

house maintenance and repairs 
VARYING INTEREST RATE^ ^ 

It pays to shop around for the most advantageous interest r^te and contract terms. 
Interest rates will vary: 

. with differerft lenders. 

. with the size of the jmortgage and the amount of downpayment. (The 
larger your downpayment, the .smaller the net exposure of the lender, 
will be. Thus, the int ere s,t rate will be lower.) 

. ^ N 

. with general conditions in the money market, (if the ddband for money 

is stronger than the §,upply, interest rates will go higher, and vice versa.) 

. with the type of mortgage- -VA, FHA, conventional, etc. ^ 

In the past, the practice has been to have interest rates remain the same for the 
length of the mortgage contract. Some mortgage loan contracts now contain a 
variable interest rate clause which allows interest to be raided or lowered 
acCvOrding to the general interest fates in the money market. Other types of 
iBortgages are being tested and may become available in the future. It will pay to 
ask about types aitd costs of mortgages available and to determine the allVantages 
and disadvantages for your situation. 
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% IDKAl FINANCIAL TliRMS 

There are many terms ;and fact^s that you should aware of when shopping for a 
mortgage. 

' the most favorable financial terms, ^regardl es,^ of where you get the mortgage, 
usually include: ^ 

a large downpayment from you {excejr)t in times of prolonged inflation) 

the lowest interest rate available/! , " 

\ as short a mortgage period as you can comfortably fit into your 

spending and savings plan; the shorter the period, the more you 
save on interest charges, which/can amount to thousands of dollars. 

no prepayment penalty clause 
i 

s . no escrow requirements by barylv (however, escrow can be a form of 
**forced savings") . 

Remember, you are offering the proi/orty as collateral for the mortgage loan. If 
you default on payments, the lendi/ig agency will foreclose. 
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You may need to consider a loanf which can be repaid with smaller monthly payments 
over a longer period of time f/ilthough you will pay a higher interest rate and 
more money for interest): ly Income increases over time, you may be able to make 
additional payments to reducyfe the principal. In times of prqdonged inflation 
you will be paying off your/loan with cheaper dollars. This might influence / 
against paying off your lo/n early. 

REFINANCING A MORTGAGE 

This is changing or renegotiating a loan with different terms. Usually this is 
done to decrease the amount of monthly payments, over a longer period of time. 
Another put'pose might/ be to use the equity for some other purpose* The interest 
rate at the time of /refinancing is usually changed. 

PAYMENT BREAK FOR /oUNG AND OLD FAMILIES 

A relatively new/optfbn offered by some banking institutions 'and savings and loan 
associations al/ows the buyer to pay interest only and no principal during the 
first five yea/s of the loan. This option is intended to make it possible for 
people with a/limited current income but potential for greater future income 
to purchase k house. 

Graduated payment mortgages (GPM) whefre the buyer makes smaller payments earlier 
and large/ payments later, are another option available from Savings and Loan 
Assbciatfons and banks which are authorized to offer them'. However, not alj 
Savings/and Loan Associations and banks offer them yet. 
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/Viiothor no4 tyjie of luortijaKo i% the reverse annuity mortgages which, if available, 
allows oKder homeowners to use their equity in their homes to pay for their 
mortage, \ ^ \ 

• V 

Variable rate mwrt jjatjcs ; where the mortgage rate fluet uat es. wi t h the int'Xrt'^t rate 
in the money market, is amit her opt i on that some financij<l inst itut ions >n> 
California (where it can be offered) s are experimenting with. 

The decision to extend such terms wiil be made by the lender on the merits of 
each appl uat ion . 

Consumers need to understand that with tljis type of mortgage, they i^ill make 
payments for five years, and at the end of that time, they will still owe the same 
amount of principal. ^ 

I'RIiPAYMl.NT Pl.NAl.rY Cl.AUSi; ^ 

Sometimes peC)ple want to pay off the- mortgage at a faster rate than stated in the 
contract in order to save On interest payment^- This clause tells you how much of 
the loan you can prepay each year without a penalty, and i^ you pay a penalty, 
how much it will be. A penalty is charged by the lender to cover his or her expen 
when you change the original terms of the loan within a specified titfte. Bo 
expecially aware of this if you are likely to move frequently. For example, in 
New Jersey there may be a ".^ 2-1 Clause" included in the contract, allow)ng you to 
J^F^M'JW •» certain ;unount per year (approximately 20 percent). . If you prepay over 
-a»d above this. sum, you would pay the following maximum penalty according to New 
Jersey law: 

7> percent of the face amount of the mortgage in the first yeaA 
2 percent in the second year. . . 'V 

*1 percent in the third year, and nothing thereafter. 

A <-c7nventional loan may or may not have a prepayment clause. When seeking a loan, 
it is to your advantage to ask for a prepayment clause allowing repayment ahead 
of schedule without a penalty or fee. 

^you obtain an FIIA mortgage, there is no prepayment penalty up to 15 percent of 
^'K^oi'iginal loan in eac^h year. With a VA loan, there is no penalty whatsoever. 

AMORTTrTNSJ A LOAN ^ . 

This means that you make periodic payments (usually monthly) of interest and 
partial repayment of principaF during the entire loan period. These payments 
remain the samfe over the life of the loan, and so will your total monthly payments 
unless taxes and insurance co*sts increase and they are included in your m6nthly 
payment to the bank. Since you pay interest only on what you owe, the interest 
?rjieatelt!'°"'^ mortgage is largest at the beginning when your outstanding debt 



* 



Fact Sheet #19 . • ^, 4 

In the middle and towards the later years of the loan period, you owe less, 
therefore the Interest portion is less and the principal portion is largest. 

assum/ing a M6rt(;a(;i: 

, # — ^ • r 

Sometimes you can assume or take ilver an existing mortgage. If the seller has 
^ owned his or her house for severaT years , .it ^s likely that, the existing mortgage 
^ has a lower interest rate. However, you will need a larger amount of cash for 
the downpayment--the difference between the purchase price and the balance due 
on the mortgage. If a large amount of the existing mortgage has been paid by the 
owner, and the property has appreciated, the difference may amount to a large sum 
of money. ' \ 

BORROW INt; CASH FOR mV. IX)WNrAYMr.NT 

.It is considered risky to obtain a loan and use the cash yqilr downpayment 
when huyinK a house. You need to yourself, "If I do not hdve the money now, 
will I have it when payments come due?" 

< 

lAVh CMARC.l-S 

■ , K 

Read and understand the penalty for late mortgage payments. Unless a grace period 
is granted, the entire unpaid balance on the loan is immediately due in most 
instances.. 

MORTGACU- HKl,P FOR WOMI-.N ^ 

Women or married couples who have had difficulty obtaining mortage money may be 
helped by new legislation. The new Federal Community and De^ielopment Act, Title 8, 
Public Law 93-383, as amended, /orbids discrimination on the basis of sex in the 
' a^ea of mortgage loans or in selling or renting, a house or apartment. This is 
also the case under th^ Kqual Credit Opportunity Act. ' 

Married couples should take note because the income of both husband and wife must 
be considered in applications for federal mortgages. . 

For more information, contact any office of th^ U.S. Department of Housing and 
Urb^n Development. 
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TYPES OF MORTGAGES 

% You've found fhe house you think you^d like to buy. Now you.are concerned about 

how to inAce it and what type of mortgage to get. Which is best"^ What are the 
differences between tne yarious types? 

♦ V 

CONVENTIONAL MORTGAGE 

Savings and loan associations, savings banks, commercial banks, life insurance 
companies, and other private lenders offer long-tera mortgage loans. The real 
estate you are buying is used as security for the lender. 

A few points to remember about conventional mortgages are: 

. About 3/4 of all mortgages are financed the conventional way. 

. You are eligible if you have a good credit rating, the required downpayment , 
and enough income to handle the monthly payments. 

. The average loan is approximately 75 per^jent of, the purchase price. This 
means you have to pay the balance--l/4 to 1/3 of the price--in the down- 
payment . 

it 

Savings and loan associations and banks often hold to a general rule: not 
more than 35 percent of the buyer's monthly net income should be used for 
the mortgage payments (including principal, interbst, taxes.) 

. Usually mortgages al low 25- to 30-year periods for repayment. You can arrange 
for a longer period. Although your payments will be slightly smaller, 
interest costs will be greater. 



Mortgage rates change periodically. They are generally influenced by the 
stAte of the economy, and the interest rates in the money market. In 
particular they depend on the size of the loan and the amount of the down- 
payment. It should be noted that within the mortgage market, there is a 
range of flexibility from one lender to another. Consumers need to shop 
around and compare mortgage interest rates, amount of downpayment required, 
repayment' terms, etc. Fof example, in 1979, a bank in New Jersey determined 
the interest as follows: 

AMOUNT OF DOWNPAYMENT MORTGAGE INTEREST RATE 

25 - 39% Down lo f/2% 

40 - 49% Down 10 1/4% 

50% + Down 10 f 
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. You will have a short waiting t Ime to find out if your loan applidation » 
has been approved (approx. 2-3 weeks). ^ ^ 

Be aware that .the -cojts of processing the mortgage loan will differ 
somewhat from lender to lender. v 

Most likely you will have a prepayment penalty clause in your contract 
(depending on the state)* 

For more specific information as^ it pertains to you and your family, contact an 
of'ficer in the mortgage loan department of a local bank or savings and loan asso- 
ciation. * 

If you find that you are not eligible for a conventional mc^ftgage, you might want 
to apply for a VA or FHA insured loan. Your local banker will tell you which 
financial institution handJes these loans. 

r 

VA NWRTGAGi: 

The Veterans Administration is a government agency yftich guarantees mortgage loans. 
It promises the lending bank or agency that, in cajfe of foreclosure, it will pay 
the lender 60 percent,, up to a maximum of $25,000. 

Eligible veterans should inquire about this type of financing. A veteran can request 
and obtain a cejftificate of eligibility from the Veterans Administration, then find 
a house and go to the lending agency to apply for a loan. The bank then inquires 
about the veteran's wages and sees if he, as a prospective buyer, can "^rry" the 
house. # 

Several points to keep in mind about VA mortgages include: 
Usually no downpaymcnt is required. 

. There are usually lower interest rates, but the buyer may have to pay a 
loan origination charge. 

. The seller may also be charged. For this reason, the seller may increase 
the price of the house for VA mortgage consumers. 

Repaympnt time is Up to 30 years - 

There is no prepayment penalty. 

* 

There is no cost for mortgage insurance premiym. 

For further information, write to the Veterans Administration's regional office 
nearest you. ^ 
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FHA INSURKD LO/\N 



The Federal Housing Administration is-^ government agency which insures loans 
closJrr'"'''^*' ^^''^''^ ^''^^ «v"e"t of fore- J 

The FHA helps people^ho might not otherwise qualify for a conventional mortgage^' 
^ loan because they do not have enough income or money for a sizeable downpayment . 

I!ll*"^K T""^'"^" "'^^"'^ ^^"'"^^ and gives this information to the bank 
misrepresented rVr.H"'/ C^t <loes not '^approve- them as is sometimes 

?f th n^? K appraised value is. Then you will Rnow 

f-xamn,^ 'a " ^f'"^ 1^"^ ^^i^^ the market value. . 

o bnv) M.!'^'""' ""i"' i'"'"^"- ^^"^^^ -till willing 

to buv? Maybe you can bring the price down.) / 

Your/bank or savings and loan association may handle FHA insured mortgage loans. 
Characteristics of FHA insured loans (subject to change) are: 

. Downpayment s are smaller, as low as 5 to 10 percent. ^ 
•. The repayment time' period is as long as 30 to 35 years. 

. The buyer can repay up to 15 percent per year without incurring a "^^I^IuTT^ ^ 

The buyer is sometimes charged a lower interest rate because of the lower 
risk to the lender. 

. A mortgage insurance premium of 1^ of 1 percent on the declining balance 
of the loan will be charged. 

. The buyer can also be charged the maximum of "one point." One point is 
i?c^i;n percent of the mortgage. (Example: Mortgage is 

5:^5.000, 1%= $350=1 point J You also pay an application fee. 

. The seller will often increase the price of the ho«ise, and indirectly pass 

.Ml ^^"der charge the 

seller additional points when FHA loans are secured*. ' ^ 

' is^often a longer waiting time for mortgage approval. It can extend 

to a month or more. 

r«^^"^i^®'' i"f*<™*^io" and literature on federally insured mortgage loans write 
to the Department of Housing and Urban Development, Federal Housing AdSinis?JlJron, 
m your area, ^ ' 
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PRIVATH MORTGAGE INSURANCE 

If you can only affard a small downpayment , you mtght need a larger loan than you 
are able to obtain with a conventional mortgage. Private mortgage insurance (PMI) 
companies wiU insure tife mortgage loans 4jf qualified applicants. Although you 
will pay extra fom fhis insurance, the availability of private mortgage insurance 
reduces risks to the lender, who will then be able to extend higher percentage 
loans to you than their typical lending policy would hormally permit. 

EXAMPLE: The bank requires a minimum downpayment of 20 percent. A 'qualified 
applicant who does not have tHis downpayment, but ;could put down 10 percent, could 
thus apply for a conventional mortgage4loan with private mortgage insurance. 



Since houses are increasingly expensive, many families find themselves priced ou 
of the housing market. Young families frequently cannot afford the required 
downpayment. Private mortgage insurance enables those families, where the breadwinner 
has a ''promising'' future but not the present income or downpayment to go along with 
it, to obtain a mortgage. 

Points to keep in mind about this type of mortgage insurance (subject to change) 
are: 

Qualified applicants may be able to get loans of up to 95 percent of 
purchasing price with private mortgage insurance in times of "easy credit," 

Loans will be insured up to $36,000 on a 95 perceS( loah, and up to $45,000 
on a 90 percent loan. 

You will pay a premium to obtaiiy this insurance on a conventional loan. 
This Will either be a flat fee (approximately 2 percent) , or ^about 1/2 
percent of th6 md^tgage in the first year and 1/4 percent thereafter. 

Ask your lender if he/she handles privately insured mortgages; not all lenders do. 

FARMERS HOME ADMINISTRATION MORTGAGE 

S ^ ■ 

This type of mortgage loan, administered by the U-S, Department of Agriculture, 
is designed for low- and medium- income rural families who need housing but cannot 
obtain or afford it through regular channels. 

Characteristics of this loan (subject to change) include: 

The interest rate is as low as 6 percent, ^ 

The maximum payment period is 40 years, while the minimum repayment period 
is 33 years. ^ • 

There is no downpayment required- 

The amount of the loan is based on the applicant's eligibility. 
. The mortgage is insured. J. f o 
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O 

Note: Please be aware that mortgage terms and interest rates can change from 
time tO|Aime according to economic- cond it Ions. . 

lor more detailed information, contact the regional office of the Farmers Home 
Administration in your area. 



0 



0 



^ . YOUR MONEY MATTnRS 

.Financial Aspects of Housing - UNIT IV |ACT StlERT 021 

FINAL. THOUGHTS ON MORTGACES 
RISKS OF AI^l)rnONAL ,fin1^cing 

There are certain facts you should keep in mind when considering the possibility 
of additional loans on your home. 
\ 

HOME IMPR0VEM1:NT LOANS 

Banks and savings and loan associations and sometimes credit unions can make FHA 
Title I and similar loans if you need to finance large repairs or want to build 
an Addition to your house. You will need some form of documentation as to the 
nature of the improvements you are planning--an estimate from a roofer, for instance 

The risk to the lender is greater with this type of loan than with a regular first 
mortgage and you will most likely be charged 3 to 4% more than the going rate for 
a first mprtgage (for example, a lO'j^ interest rate on the first mortgage and a 
12% rate--oven 14% or moro--on the home improvement L6an). 

^You pledge any equity you have built up in the houae as security for the loan. You 
4ill have a second lien on your property in addition to your first mortgage. You 
still hold the title to the property, but if you shUild default on the loan (fail tQ 
pay when required), the lender can and will foreclose, ev6n if you are stilf meeting 
your regular mortgage paymeuts. Consider this type of Idan oaly for projects with 
long-term benefits. 

Check with your local bank or savings and loan association to learn tlfe latest 
ceiling on home- improvement loans and the time limit set for repayment. 

SECOND MORTGAGES » ' 

As the name implies, second mortgages are taken out by homeowners on to() of their 
existing mortgage. Second mortgages canxbe extended for many reasons, such as 
consolidation of debts, home imprdvemen^s, vacations, or luxuries. States vary 
widely in the regulat ion of these second mortgages and the companies who can offer 
them. The following example illustrates how second mortgages are regulalted in *the 
State of New Jersey (as per January 1979). Under the New Jersey Seco^ry Mortgage 
Loan Act, finance pompanies and other institutions licensed under tl^act are * " 
presently permitted to extend second mortgage loans at\»15% annual Jliter est i 
although the commissioner does have the power to raise this to 18%. There are no 
legal limits on the size of the loan or the length of time for which it may be made. 

The lender sets the terms of each loah on the basis of your financial situation and 
the equity you have in your house. > 
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Again, you will have a socoijil lien on your' house and you will he making a long- 
term commitment at relattvt>ly high interest rates. Your daily needs wil.l still 
be the same. ' 

Second mortgages do serve a valid purpose and fill needs, but consider the purpose 
juul length of time before taking on such an obligation. 

I'ORHClOSURi: 

This means that your home is sold to pay delinquent mortgage debt s. You will also 
be lial^le tor legal -fees, court costs, arfll all other debts not covered by the pro- 
ceeds oi the sale, . . 

The following are some of the reasons for foreclosures as shown, in an analysis done 
l>y the Council of Better Business Bureau: . 

Insufficient funds at time of purchase 

. Home too expensive in relation to income 

Poorly built house which required unexpected maintenance and rctpair 

|)ec rease in income 

■ ■ • \ 

Marital discord ' • 

1 IFF. INSURANCF AS MORTGACIH PROTFCTTON 

It is advisable that you protect your dependents by buying life insurance of some 
kind before you take out a mortgage. Manyrtimes lenders'will insist on it. On 
the other hand you may already have enough insurance protection prior to the 
purchase of a house and may not nct^d additional coverage. 

Term Insurance - -provides life insurance for a given period of time (usually 
for a specific number of years) up to age 65. Some term policies are renewable 
at the end, of each term, but the premium is higher each time it is renewed. 
Term insurance provides the largest amount of protection for the lowest 
immediate cost. 

Decreasing Term Insurance -^is sometimes called mortgage protection insurance. 
It may be issued for the same length of time as a mortgage- The face value of 
the policy decreases as the principal is reduced through mortgage payments. 

Whole of Straight Life Insurance --is for a lifetime with premiums payable 

until death- The premium payment remains constant and builds a cash value. 

% 

When buying property, review your current insurartfce policies and determine how to 
best cover additional risks, and also whether you need additionaT coverage in view 
of your new debt. Contact several insurance companies to learn the types and 
combinations of" insurance they would recommend and their costs. 



QUIZ FOR UNIT tV FINANCIAL ASPECTS OF HOUSING 



Dear Friend. 



This Jjulz covers Fact Sheets 13 throCigh 18 of Unit IV Financiad, Aspects of 
Housing. 

After reading the fact sheets, you are ready to complete the quiz. Feel free 
to refer to your fact sheets whenever necessary. Please follow the quiz 
.instruct ipns and return the quiz in the return envelope,* 



Name 



Address 



Instructions : 

^his quiz contains tliree types of questions, true-false, ipultiple choice, and 
matching. 

True- false : Circle "T" if the stateipent is true and "F" if the statement 

is false. V 
' '1 
Multiple choice : Select the best possible answer and write the corresponding 

letter in the blank provided. 

Matching : Match the categories on the right with the correct character- 

istics on the left. 

-4 

1) T F Property taxes and the interest portion of mortgage payments can be 

deducted from taxable income. 

2) I Generally, monthly payments of principal, interest, and taxes should 

not exceed more than: 

a. one week's pay 

b. two weeks* pay 

.c. three weeks' pay > • , 

3) You may get a lower price if you house hunt in the: 

I a. 'Summer 

b. fall 

c. winter 

d. spring 



4) T F A purchase agreement includes all terms and conditions of the sale, 

but does not give the buyer the tit'Jie to the property. 

5) T F Earnest money is always returned if you change- your mind about buying 

the house. 



6) 



"Clouds" on property are: 

a. disputes over property boundaries 

b. restrictions on property, ^ijther ^recorded or unrecorded 

c. defects in tfie house itself ^ 

d. closing, costs 



7) Match the following: 

a. 



Depreciates faster than 
single-family home 

Shareholders share ownership 
of entire complex 

Sections of house are rented 
out to help with mortgage 
payments 

Share ownership of land> 
but each unit is owned 
separately 



1. Cooperative Apartment 
2^ Mobile Home 

3. •Multiple-Family House 

4 / : Condominium 

5. Single-Family House 



We would appreciate the following information to help us improve our servict>: 

Have you used or shared any of this information from the fact sheets or 
do you plan to do- so?* 



Yes 



No 



If yes, in what way? 



♦Applicable only if this unit has been administered through a County Cooperative 
Extension office. If not, please complete the quiz and retain for ybur own 
benefit and reference. 

I 
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YOUR MONEY MATTERS 

* 

Making Your Money Grow - UNIT V FACT SHEET #22 

^ " ■ . ^ 

WHAT SAVING CAN DO FOR YOU 



having means putting money aside from present earnings ir) order to provide for a 
kno««n or unexpected need in the future. ' 

It is an integral part of family and personal financial planning. The decision 
to save or not will influence your future, your standard of living at retirement, 
and your present level Of living as well. 

The more you are able to save, the more security you may have in your future 
years; at' present, however, it may mean that you need to lower your standard of 
living or adjust ydur lifestyle accordingly. 

Individuals or families need to set goals for themselves and to think in terms of 
their reasons for saving. They shoul^d then calculate how much money they can put 
aside, and determine where to put their hard-earned . savings . To do this, they will 
need to set up guidelines for themselves as to how Auch they can save and how 
closely they shoul^ stick to the guidelines. These guidelines will help steer them 
toward a prosperotfis and independent future. , ' 

WHY SAVE? , 

Tl)e reasons for saving are manifold, depending on such factors as Age, education, 
job, stage in life cycle, and number of children. The following kre some examples 
of why people feel savings are important to theHi: 

. ^ coping with emergency problems— short-term needs which might arise, 

unexpected occurrences, unemployment, switch of job or career. 
. buying a car (downpjayment or ,cash) . * 

educating your children or yourself. •» 
. purchasing a major appliance, furniture, boat, household goods, home, 

condominium, mobile hbme, cooperative apartment, second or vacation home. * 

financing your child's wedding. i * 

supplementing retirement income.' \ 
. saving for a vacation or leisure activity. 

building financial independence for yourself or your family through 

investments in stocks, bonds, or real, estate. 
. providing for religious and cultural ceremonies (confirmation, bar mitzvah, 

sweet sixteen party). 
. purchasing gifts (holidays, birthdays). 



) 
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HOW MUCH MONEY SHOULD YOU^pD^ ASIDE? • < v 

A general rule of thumb is to haye at least three months' worth of savings in your 
savinjfs accoimt. Some financial experts say this figure should provide income for 
six months or even a year. » 

« 

The average savings for American families is Approximately 5 to 7% of their income 
per year. , . 

How much money you jput aside will have to be determined by k you after analyzing y9^r 
pisrsonal circumstances such as; age, present ahd future earning power, and number 
of dependents. For example, ask yourself the following questions: ^ What will I 
need? How will I provide for my children's education? How will .1 provide for^any 
major unexpected expenses, such as medical costs or the necessary purchase of a car? 
You will need to take a short-term as , we 11 as a long-term look at your aspirations 
and goals. 

STAGES IN THE LIFE CYCLE 

In every person's life there are stages when J:he need arises to reflect on where 
one is, where one has been, and the direction in which one i§ going. 

Financially speaking, some of the most important cornerstones are: 

getting a job and becoming "independent" 
getting married 

starting a family . 
sending youngsters off to college; planning their weddings 
preparing for retirement 

" ■. 

Savings should enter the picture (at the latest) before marriage, as there should 
be discussions on jointly held values regarding money, future job aspirations, 
size of expected family, etc. Attitudes about financial matters need to be discussed 
and some tentative savings plans should be made itt that time. Also, if both spouses 
are going to work, there should be an understanding as to what their ciunuiative funds 
should accomplish. If this is not done, moni^es may just pay for an increase iiT" the 
standard of living J[new car, clothes, vacation, etc.) and will not cover unforeseen 
expenditures or futur^ savings. 

A word needs to be added regarding plans to start a family. College costs are 
soaring and parents' would be wise to start 'a college education fund for their 
children at a young age. 

•» 

•When youngsters leave for college, parents will find themselves either tremendously 
burdened financially or relieved--depending upon how provisions have be^n made for 
the schooling. If youngsters start to work after high school or are able to receive 
a scholarship, the parents will hkye funds available to start a strong savings 
program. This is often the time when individual earning is very high. Efforts 
shoifld be made by the parents to accumulate savings for future retirement needs. 
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HOW TO SAVE 



The following are some tips on the mechanics of saving: 



Savi^ig regularlx and in relatively small amounts is generally more 
effective than putting aside larger sums but at more sporadic intervals. 



Savings is a habit • the^refore, "paying yourself first" is a proven method 
of successful accumulation of money. It means that you include some 
saving (e.g., $15.00 per paycheck) as a fixed .expense in your budget. 
Fixed expenses are obligatory payments such a« mortgage, rent, or payment 
on an installment contract. You can save either by depositing the agreed 
upon sum in an account yourself, or through payroll deductions, thus 
accumulating U.S. Savings Bonds ,or funds in you# credit union account. 



It is a good idea to utilize different types of savings accounts and 
"stagger" them, then label them according to your objectives. ^ The 
following are some examples: 

• Short-term savings account , such as a regular savings account, to meet 
short-term needs (paying of irre^lar future fixed expenses-- e.g., 
insurance payments due in June). Monies would be saved at fegular 
interval^ towards that goal. 

Short- or intermediate-term savings account for a specific goal (e.g. , 
the purchase of a new car or major appliance) . 

Intermediate- term account for specific purposes (e.g., house); either 
in savings accounts or four-year certificates of deposit. 

Long-term account for long-term savings such as a seven-year certificat 
of deposit (no specific reason; may be used to plan for future, estate 
building, etc. ) . 
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GUIDELINES FOR ESTABLISHING YOUR PERSONAL OR FAMILY SAVINGS PUN 

A good Savings plan is like a fine custom-made suit. Both are designed with a 
specific person in mind. If individual details are taken into consideration, 
the finished product will fit adequately where needed but will still allow room 
for expansion. 

The following are steps you can take towards developing a personal savings plan: 
ANALYZE YOUR PERSONAL SITUATION AND ATTITUDES 

Your personal circumstances- -income, mafiktal status, number of dependents, and 
whether you have an adequate emWgency cushion- -pi ay an important part in determining 
your objectives. Temperament, age, style of living, personal values, professional 
goals, and future expectations are also important factors. * 

Age, for example, and the security a person feels on the job will determine whether 
monies s)]tould be put aside primarily in savings^ accounts, or invested in stocks. 
If a person needs steady income but is at the retirement state, he/she might choose 
certificates of deposit which offer steady incOme instead of stocks, because 
stocks fluctuate in price while certificates do ^ot. Temperament and emotional 
make-up will detifrmine whether you are willing to take chances with your money. 

• ■ . 

Many married women have goi^e back to work, and are bringing home an extra inc'ome. 
The salary need not be used entirely to increase the standard of living or to make 
ends meet. It can be saved and spent prudently with greater emphasis placed on a 
long-term savings and investment program with potential advantageous results. 

IDENTIFY YOUR FINANCIAL GOALS AND OBJECTIVBS 

What are you really looking for? What are your objectives for your family? As you 
develop your own financial plan, consider the following: 

One person may have a great need for security and find it necessary to 
have his or her savings in the safest possible place. He/she would not 
consider taking any risk in order to get a possible higher return. 

Another person, however, might feel the opposite way, taking chances and 
Aiming for a maximum Investment growth, or opting for the greatest possible 
income. ' < , 

Then there is the individual or. family to whom a guaranteed steady income 
is of great Importance. 

. Another may be looking for the greatest possible return and not mind 
sacrificing financial safety. 
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What are your objectives? Do you iwant Yeady access' to your funds at all times? 
Or are you looking for a hedge agalrist inflation, or tax savings? Needless to 
say, one cannot have all of the above goals at the same time. 

Examine your major savings and investment goals. Which ones most readily 
describe your situation? . 

. PriiTjcipal is safe (you nbed a feeling of financial security) 
Return is guaranteed 
Income is steady 

. Funds can be withdrawn without penalty or loss of interest (for 
emergency reasons) 

Greatest possible income is derived / ' 

. Investment growth is the goal (with available funds to protect against 

inflation) 
. Tax advantage is featured 

. Purchasing >ower is protected (hedge against inflation) 

You ffeed to keep in mind that no single investment wijll serve all of the above 
purposes. In general, the safer your principal, the lower your rate of return. 
The higher the- potential or promised appreciation or return on your money, the 
higher your risk. 

' Ik ■ ■ 

CONSIDER YOUR PRESENT FINANCIAL SITUATION • 

The day you begin thinking. (about money is actually the first stage of your financial 
planning program. Examine your personal situation, values, and family attitudes 
about money. Write down some specific short- and long-term goals. 

Examine these goals again. Do they still apply, or has ydur reading and thinking 
about money caused you to change some of your ideas? If this has happened, take 
some time to update your list. 

You also need to prepare a family budget by calculating net income, examining daily 
expenditures, and anticipating all^ of the fixed and flexible expenses your family 
will face during the coming year. List your net income, subtract total expenditures, 
and determine the remainder which is yours to do with as you please. This remainder 
is our major interest because a, certain portion of it can be set aside for savings .~ 

How is your family doing financially^ Are you improving yearly or just barely 
holding your position? 

•I 

With proper planning over a specified period of tim^ you can actually restructure 
your financial picture. 
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- BECOME AWARE OF YOUR OPTIONS ' 

Before putting money aside for long-term savings or investments, a family should 
establish a checking or savings Account. 

■ , ' ' r 

A poll was taken not long ago in which adults were asked the question: Where *ao 
you put your money once you have saved it regularly? Seventy-four percent of the 
people surveyed said they had savings accounts ai)d 61%' of the group had money in 
life insurance, meaning money in the cAsh surrender value of their life insurance 
policy. Another 32% said they had U,S, Savings Bonds, 31% had money in real estate, 
and 20% had money in stocks and bonds. Although many of these investments carry 
different risks and produce varying returns, the survey demonstrates that Americans 
are concerned about their savings and want to invest them wisely. 

A family interested in saving or investing has many options in fixed dollar and 
flexible dollar investments to consider. These include: 

Checking accounts ; 

savings accounts t • 

U.S. Savings Bonds E and H 

certificates of deposit * 
stocks 
bonds 

mutual funds 

purchase of a home . . 

income-producing real estate 
antiques 
coins and stamps 
works of art 
annuities 



/ 



None of these choices are necessarily the best or inadvisable for a given family. 
However, they do need to be considered carefully in terms of risk, flexibility, 
and the family 'a present and future financial needs. 

. f 
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YOUR MONEY MATTERS 

• ^ < 

Making Your Money Grow - UNIT V PKtr ^Hfetef "IH 



INCREASING YOUR SAVINGS 



Saving regularly, even in small amounts, can significantly improve your financial 
situation in the near and distant future. 

Once you have made the decision to put money aside, you have. a number of options 
available to help you carry out your goals. 

SAVINGS INSTITUTIONS AND THEIR CHARACTERISTICS 

Financial institutions offer a variety of bankiijg services.* ^ 

• Savings and Loan Associations and Saving? Banks often offer somewhat 
higher interest rates than commercial banks .do. They also may require 

a lower downpe^ent and slightly lower interest rates on home mortgages. 
On the other hand*- if you need credit for tf car loan or credit cards, for 
example, this type of institution cannot accommodate you. (Home improvement 
loans are available, however.) ' 

. Commercial Banks, which are also called department stores of finance, 
offet- a gre4t variety of services to their customers. These include 
checking accounts,, savings accounts, overdraft phecking accounts, safety 
depo)sit boxes, traveler's checks, long-term and short-term personal credit. 
^ and mortgages. 

. Credit Unions are owned by their depositors. The members are all employees 
• of one company, or members of an individual church.or community organization. 
Credit unions encourage thi4.ft and regular savings through the automatic 
payroll deduction plan. They offer credit to their members, e.g., home 
, improvement, college loans, car loans* or persona* loans. In recent years, 

credit unions have underjohe great expansion and growth. Some even offer . 
home mortgages to their (;4ients. Interest rates on deposits, or dividends 
on shares, are usually slightly higher than those offered by other insti- 
tutions. Frequent withdrawals are not encouraged. 

• insurance CoBpanies offer another savings option for families. For example, 
when you buy a permanent type of life insurance, e.g., whole life insurance, 
you build up cash value over the years. Consumers can borrow against their 



included with this fact sheet, "Differences in Savings Character- 
istlcs'' for a comparison of services, bafety of fiJnds, etc. i* « ^er 

* . . ■ \ 
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DIFFBRBNCBS IN SAVINGS CHARACTfeRISTICS 


T 


♦ 


• 


Checking 
Account 


Regular 
. Savings Account 


Certificate 
of Deposit 


U.S. Savings 
Bond E 9 H 


Principal is safe (your 
original savings) 


Yes 


Yes 


Yes 


Yes 


Return is guaranteed 


No 


Yes 


Yes 


Yes. 


Income is steady 


No 


,Yes 


' g III 1. 1 , 
Yes 


Yes 


A' 

Greatest possible 
income is d^ived 


No 


* . / No ■ 


No 


No 

* 


• / . — ^ — ■ — 

Funds can be withdrawn 
without penalty or loss 
of interest 


y 

Yes 


Yes 


"No - 


No ' 


Investment growth 
is the goal 


N/A 


(ft 

N/A 


N/A 


N/A 


<i- 

Tax advantage is featured 


No 


No 


No 


possible 


Purchasing power^'is protected 
(Hedge against inflation) 


No 


possible but 
not llH©ly, 


possible 


possible but 
not likely 



N/A ■ not applicable * 
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cash value at rolative/y low cost while the poll cv^-i^a ins in fo 
Once retired, and not >n need of life insurance «^one consumers 
to let their policies .lapse. They can then take the cash value 
it into a savings certtificato or other savings option Which will 



interest. 
THE POWER OF COMPOUND INTEREST ' 




In the "oU days," people who wished tQ save their money put it under a mat^ess 
or in some other "safe" spot. Unfortunately, these home savings were not always 
as safe as people assumed, and the money did not. increase in value* Fortunately 
for all of us, money that is put aside in savings institutions is safe and grows 
for us because of conpouiWK interest. 



The power of compound inter.est means that you earn interest on your dtpos.it. This 
is then added on to your original deposit and becomes a larger deposit which earns 
interest. Thus a regular savings plan, involving even relatively small monthly 
deposits, can add greatly to the growth of your savings over the long run. 

The following two examples will illustrate the above points vividiV: Chart I 
illustrates how various amounts build up starting from when a cTtlld is 1 to when 
he/she- is 17, if parents put asi.de certain sums of mone^ on a regular basis. The 
chart can alsb be used for calculating how various amounts (e.g., $5, $10, $20, $25, 
$50, $100) build up t© a sizeable amount after 1, 2, . or 17 7eax*s, regardless 
of the purpose. For example, if you put aside $20 a month regularly, beginning vfith 
the time a child is 1 year old, you will fave $6,604.31 availajJie fgx h;im/her at age 
17 (a total of 16 years of regular saviftg of -a relatively sihall amount). Saving 
regularly and the power of compounding of interest; make the above growth of capital 
possible. 

Use Chart I to plan a savings fund f^ the child. This chijirt is *)ased on a 5 1/4% 
rate per year, compounded daily. 
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Chart^l 
MONmY GROW POWIiR 



St" UTt I no At 

Child's 

riwSwIlL 


4 ( 
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Here's how various amounts build up 
by the time your chiltl is 18 






is 

monthl V 


$10 
inoiiLniy 


$20 
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$25 
niontnly 


$50 
monthly 


$100 
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» ■■ ■ ■ ■ 
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508.77 


1017.55 


2035.18 


2543.95 


50871'. 90 


10175.80 


12 


424.16 


848.32 


1696.71 


2120.87 


4241.75 


8483.49 


13 


343.88 


687.75 


, 1375.56 


1719.44 


• 3438.87 


6877.74 


' 14 


267.70 


535.39 


1070.83 


1338.^3^ 


2677.06 

a 


5354.12, 


15 


195.41 


390.83 


781,69 


^ . ^ 1 . 1 .... 1 . 
977.10 


1954.21 


3908.41 


16 


126.83 


253.66 , 


507.33 


634.16 


1268.32 


2536.65 


17 


61.75 


123.50 


247.01 


308.76 


617.52 


1235.04 



/ 



Pact Sheet #24 



5. 



Chart 11 illustrates how given amounts grow at" a rate of 5 1/4% a year, compounded 
daily, when loft in your savings account for various periods of time. (Charts I- 
and II - courtesy 'of Federal Savings and Loah Association, West field, N.J.). 



Chart II 
HOW FIXED AMOUNTS GROW 



How 

Savings 
Grow 


$50 


$100. 


$500 


$1,000 


— 

$5,000 


$10,000 


6 mos. 

. ». ■ ■ — ' 


51.34 


102.69 


*513.47 


1026.95 


5134.75 


10269.50 


1 year 


52.70 


105.39 


i 52^.95 


1053.90 


5269.50 


10539.00 


2 years 


55 . 54 


111.07 


555.35 


1110.71 


5553.53 


11107.05 


3 years 


58.34 


116.67 


583.36 


1166.72 


5833.61 


> 

11667.22 


4 years 


61.48 


122.96 


614.80 


1229.61 


6148.04 


,12296.09 


5 years . 


64.79 


129.59 


647.94 * 


1295.88 


6479.42 


12958.84 


10 years 


84.24 


168.49 


842.43 


1684.86 


8424.29 


16848.58 


20 years 


142.41 


284.81 1 


1424.06 


2848.11 


14240.57 


28481.14 
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TYPBS OP ACCOUNTS (lOiere to Put Your Fixed Dollar Smvlngs) 

When you deposit aoney Into a savings Institution, it will increase its value 
in varying amounts, depending upon the type of account you choose. 

• Regular savings accounts are completely flexible. You can open an account 
by depositing any aisoUnt (except accounts with credit unions which require 
a $5 deposit). Earnings are added at regular intervals and compounded. 

Certificates of deposit are accounts which offer a higher rate of return 
than the '\regular" savings account. But the depositor agi;ces to deposit a 
minimum amount (e.g., $500, $1000) for a longer specified period of time 
(e.g., 1 year, 2 years, 4 years, 7 years). Your money earns Interest from 
the day you open an account to the date of maturity. Funds can usually 
be withdrawn at any time, byt if you do so before maturity, a lower earning 
rate is paid iflnd you forfeit some interest. Your certificates may auto- 
matically be renewed by the institution at the prevailing interest rate if 
you fail to cash in the certificates on the maturity date. > 

More recent certificates issued by institutions include 6-month certificates, 
yielding around 9%, requiring an investment of $10,000. Interest is for- 
feited if the certificates are cashed in before maturity. Interest rate 
fluctuates with changes in the money market. > 

For an example of types of accounts offered by savings Institutions and interest 
rates, see the attached chart ,. "Types of Savings Accounts That May Be issued by 
Savings and Loan Associations in New Jersey." 

. Other choices 

In addition to the savings approaches listed above, there are other ways 
families can save on a regular basis. These include: Christmas Club^, 
"vacation clubs, school savings; accounts, organization accounts, and payroll 
, deduction accounts. ^ ^ 

Christmas and vacation club accounts serve the primary goal of providing 
for the fulfillment of specific and foreseen events; saving occurs 
; in small amounts and. almost painlessly^ Money deposited In accounts 
such as these does not usually earn a high amount of interest, sometimes 
none at all. 

Organization accounts Include accounts opened by nonprofit comnMnlty 
clubs (such as garden clubs) and also investment club accounts^ wKere 
members deposit monies in between purchases of stocks to earn interest. 

- Payroll deduction accounts include share accounts held with a credit 
union, and automatic deductions by the employer. An amount specified 
by the employee is automatically deposited into the employee's pavings 
account with a credit union. Some employees choose to purchase a U.S. 
Savings Bond and have it transferred to their checking accounts'. If, 
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for any reason, a payroll deduction account is not availabl*w you may 
pake arrangements with your bank for a specified amount to be withdrawn 
automatically from your checking accourt each months and transferred to 
your savings account. 

OTHER FIXED DOLLAR SAVINGS (Savings Bonds and Annuities) 

In addition to establishing regi^ar savings accounts, many families supplement their 
>«Vings by purchasing U.S. Govemmjgnt Sg^ies E and H Bonds. / 

Savings Bonds * • \ 

* . U.S. Government Bonds Series B (new EE Series scheduled for 1980) 

These are discoont bonds iold in small or large denominations (e.g., face 
value $50), up to a maximum of $10,000. When you purchase bonds, you pay 
$37.50 or $7,500 respectively, and receive the face value of $50 or $10,000 
at maturity date (5 years after issued). The difference is the interest 
you earned (at present 6Jj%). Savings bonds offer the highest degree of 
safety. They are liquid, which means they can be converted easily into cash 
(after an initial period of a few month*^.' However, some interest is for- 
feited if monies are withdrawn earlier than at the maturity date. 

U,S. Government Bonds Series H (new HH Series scheduled for 1980) 

These are called income bonds and are bought by consumers who need current 
income. They are bought at face value, ♦the minimum denomination being $500. 
Interest is paid by the government on a semi-annual basis. Your principal 
is returned to you on the date of maturity, which is 10 years after they are 
issued. Denominations range. from $500 - $1000. 

One advantage to choosing E-bonds as a savings option is the fact that 
income tax can be deferred until the bonds are cashed in. A consumer can 
even defer income until retirement (and convert into H bonds, whereupon 
he/she only pays laxes on those bonds which are being cashed in at that 
particular time). 

Interest rate for IxJth series. E and H bonds is 6Js %. Interest rates 
change from timexfp time. It should be noted that old savings bonds (B) 
which have passed their maturity date still pay the current interest rate. 

How to register ^ * / 

Savings bonds Series E and H may be registered in the names of individuals. 

Whether adults or minors, in single- ownership, co-ownership, or beneficiary 

forms; only in single ownership form if in the names of fiduciaries and 

E'^i*^? public organizations. They are not available to commercial 
banks in their own right. 

^d. Divers.'"'* • ^•""'^^ 



•I ' . 
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^nd» cannot ba trantftirad, sold, or usad as collateral. 

« NOTE: If bonds are registered in co-ownership) "for», during the co-owners' 

Mfeti|i«. either aay cash the bonds. For relssiie, both Mist join in the 
request. If registered in beneficiafy for«. Airing the owner's lifetime* 
only he or she may cash' the bond. For reissue, both the owner and beneficiary 
must join in the request. ^ 

Exchange fot Series H Bonds 

^5,^'*^ ^ bonds, you may exchange these at current xedemptlon 

^ vaaues for current -income H bonds. If you have deferred reporting for 

fed«rar Income tax purposes, the interest as it has accrued on the securities 
exchanged, you may continue to defer .such reporting to the taxable yeajr In 
which th^? H bonds received In exchange are redeemed, disposed of, or reach 
final maturity. Whichever happens first. See Treasury Circular No. 1036 for 
rules governing this exchange offering. 

Safety 



( 



If your bonds are lost, stolen, damaged, or destroyed, notify the Bureau of 
the Public Debt, 200 Third St., Parkersburg. West Virginia 26101. Where 
possible, include serial numbers (with prefix and suffix letters), issue 
dates (month and year), names and addresses on bonds, and Social Security or 
employer identification numbers. You should keep records of these details 
separately from the bonds. ' y . . 

Extended Maturity ^ . . 

E and H bonds now on sale may be retained at Interest after original 
V maturity for a 10-year extended maturity period. No special action is 

r^qttired to tak^ advantage of this extension privileje—just hold the bonds. 
Older, E bonds have been granted one or more 10-year extensions . This means 
that all E bonds now outstanding- -regardless of age—are still eamlnii 
interest. Changes In this regard are planned for 1980, with* extended 
maturities being sharply reduced. 

Where to Buy Series E and H Savings Bonds 

• ■ ■ . . 

E bonds may be bought oyer the counter or. by mar^ at banks; savings and 
loan associations; other local sales agencley^; federal Reserve Banks and 
branches; and the Bureau of the Public Debt, /Securities Transactions Branch, 
Washington, D.C. 20226. 

*» * 

Regular bond purchases may be arranged through the payroll savings plan 
where you work oi' the bond-a-mpnth plan where you bank. >^ 

- ^ . ■ ■ • 
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H bonds are issued only by Federal Reserve Banks^and branches and the 
Bureau of the Public Debt, Securities Transactions Branch, Washington, 
D.C. 20226. Banks and other financial institutions will accept and for- 
ward applications to the nearest Federal Reserve Bank or branch; delivery 
of bonds will be made by mail in accordance with purchaser's instructions. 

Additional Information on Savings Bonds Series B and H 

For full details, see Treasury Circulars 653 (Series E) and 530 (governing 
regulations), available at Federal Reserve Bank's; a^nd Treasury Circulars 
905 (Series H) and 530 (governing regulations), available at Federal 
Reserve Banks; 

. Annuities 

These can be called a 'laersonal savings plan iyith an insurance feature. 
Annuities are sold by insurance companies and are an additional source of 
funds for many people at retirement. They can be purchased -Jong before 
retirement and paid for either In Installments (defei-red annuity) or In a • 
, lump sum at retirement (instant or cash annuity). 

The annuity Kiarantees the annuitant (consumer who purchases an annuity) a 
fixed sum of money or regular payments at retirement for as long as he/she 
lives. The amount received is dependent upon the plan that Is chosen. 

There are two types of annuities which can be purchased: 

FIXED ANNUITIES are fixed dollar sayings, whereby the Individual is 
guaranteed either a lump-sura payment at % certain time In the future 
(e.g., $5000 in the year 1990) dr fixed monthly payments starting at 
a certain time (e.g., $50 per month beginning at age 62) for the life 
of the annuitant. 

. FLEXIBLE ANNUITIES are partly tied to securities. Thei-efore, the size 
of the future returA can only be partly fixed, the rest depending on 
the gain or loss of the investments. 

. Before deciding to purchase an annuity, you should understand the interest 
earned Is relatively low, as compared with other savings plans. In addltloli, 
th* money does not become available until you retire, or until a specified date 
Should you die prior to this date, the funds are, in most cases, not retrlevabl 
by your heirs. 

There are various types of survi-vorshlp options available for purchase as 
well as combination Insurance/annuity plans. It would be wise to discuss 
these with your insurance or other financial rfdvlsor. 
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TYPES OF SAVINGS ACCOUhiTS GENERALLY 
ISSUED BY SAVINGS AND LOAN ASSOCIATIONS IN NEW JERSEY 



10. 



Annual 

Interest 

Rat« 

Annual Yield 

• Term 

MlnlMJin 
Balance 

Additions 
Accepted 

Withdrawal 

Prior to 
Hfiturity 



CoBq[>ounding , 

Interest. 
Craditad 



REGULAR 

PASSBOOK 

ACCOUNT 



S.2S% 
5.47% 
Unlimited 

None 



90- DAY 
NOTICE 
ACCOUNT 



5.75% 
6.00% 
Unlimited 

t 

None 



Unrestricted Unrestricted 



Interest 
paid day 
ot deposit, 
day of 
withdrawal 

Daily 

Monthly/ 
Quarterly 



No penalties^ 
after funds ' 
on deposit 
90 days 



Daily 
Quarterly 



CERTIFICATES 



6.50% 
6.81% 
1 yr. 

$1,000 



6.75%, 
7.08% 
2 h Yr. 

$1,000 



7.50% 
7.90% 
4 Yr. 

$1,000 



7.75% 8.00% 

8.17% 8.45% 

6 Yrs. 8 Yrs. 

$5,000 $1,000 



Not applicable additional deposits would be made through 
the issuance of another certificate 



Penalty of 90 
days interest 
reverting to 
5.25% 



Daily 
Quarterly 



Penalty ' 
90 days 
reverting 
to 5.25% 



Penalty 
90 days 
revert 
to 5.25% 



Penalty 
90 days 
revert 
to 5.25% 



Penalty 
90 days 
revert 
to 5. '25% 



Daily , , Daily Daily Daily , 

Quarterly Quarterly Quarterly^ Quarterly 



I 

Courtesy of New Jersey Savings League, Newark, N.J. 
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HOW SAVINGS ACCOUNTS VARY 



If you are thinking about beginning a new savings account, how do you^etermine 
which institution to use? This checklist will provide you with some basic questions 
to consider. Don't feel embarrassed about obtaining answers from an official at the 
bank or savings and loan association with which you are dealing. You are the con- 
sumer and it's your money that is involved. 



How is the interest compounded? 



Is there a minimum balance required? 
Are minimum deposits necessary? 



T 



When is the interest credited to your savings account? 

Are there any penalties involved when you withdraw funds without notice or 
earlier than stipulated? 



What are the requirements, conditions, etc., regarding a withdrawal from an 
acctount? ^ 

Does interest begin to accrue from the day you deposit money? 



Does your money earn interest^for the entire time it is deposited (e.g., "from 
time of deposit to time of withdrawal")? 



Does your money earn full interest only under special conditions, e.g., if you' 
)leave it to the end of the quarter ("Interest credited quarterly")? 
What is the interest paid? 



Does it offer any bonus days? 



What types of accounts does the institution offer? 



... — ^ 

. • Other " 

. CoMients: ' 

♦ 

Name of Institution: 
Date: 
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SBLP AHALYSIS SHBBT FOR DBTSRttlNING 
PERSONAL AND FAMILY SAVINGS GOALS 

(Pile with your laportant dociaents tnd update yearly) 



Date: 



Your age: 



Spouse's Age: 



Dependent 



Yoiirs 



I 



9 

^proxiMte net Inccwe per year 

Projected incone per year 

•^Present savings per year 

DO YOU (AND YOUR FAMILY)': 

Save steadily? 

Save the sane amount eac]\ period? 

Peel your savings program to be adequate? 

Save nore.than 6% of net income? 

Save less than 6% of net income? 

Have emergency savings of 3 months' net income? 

Save for a specific purpose? (i.e., education, car) 

Own more than one savings account? 

Often withdraw from your savings accounts? 

Have a savings plan and set goals, which include 
all members of the family? 

Save for "fun" things (such as leisure activities), 
or reward yourselves (e.g., by buying a luxury item) 
with your savings? 

Find it difficult to saVe regularly? 
Keep a budget? ^ 

Divide large expenses into snail monthly Installments? 



Yes 



Us 
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Page 2 of Self Analysis Sheet 

Yes No 

Know about trust and custodian accounts? 

Have any investments? (real estate, stocks, bonds) 

Have surplus savings to invest? 

Know about investment options? 



/ 



Have a stock broker, insurance agent, accountant 
or financial advisor? 



After analyzing your responses, ask yourself if you are satisfied with them. If • 
not, ask yourself why not and think of possible ways in which you can improve your 
^ chances of reaching your personal and family savings goals. 
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" YOUR MONEY MATTERS 



Making your Money Grow - UNIT V PACT Srifij&t'Hg' 

SAVING VERSUS INVESTING 

Money can be saved and Invested through many dlffeent media. We may look at these 
ways as fixed dollar investments versus flexible dollar investments. In popular 
terms, these are usually identified as /'saving" versus "investing." 

In fixed dollar investments, the initial amount of capital -remains constant and 

°^ dividends, as with a savings account, certificate of deposit or 
U.S. Government Savings Bond. * » . *^ 

IJith flexible dollar investments, the initial amoHUt of capital can increase or 
decline in value, and it may or may not pay interest Or dividends. Typical 
examples are ownership of common stock, antiques, corporate or other bonda, mutual 
funds, real jjjjftate, art work, coins and stamps. These are all flexible dollar 
investments, the prices of which can go up or down. Money management experts 
advise that some funds (3- to 6-montKs' salary or more) always be held in fixed 

r^^?^***"®"*'^ regardless of the family's economic circumstances. This gives 
the fatally greatest safety and access to funds wl3en needed. 

CRITERIA FOR SAVING AND INVESTING 

■ . - • 

Saving or investing makes good flnanciar sense. , Sometimes, however, it is difficult 
to decide where to put your m<bey because of the various choices available, jisks 
Involved, and other circumstances. How. can risk vs. increase of capital be balanced? 
The following are criteria to keep in mind as you evaluate which obtions are best 
for you; 

CONCEPT OF RISK - TYPES OF RISKS - 

Risk of Loss of Capital ' ^ ♦ ' 

Risk of- loss of capital is the possibility that the consumer may lose some or all 
ot the investment that was made. Savings accounts. Series E and H Bonds, and 
certificates of deposit are all jfree from the risk of loss ofs capital (especially 
if sivings accounts are secured by F.D.I.C. or f.S.L.I.C). • 

J!^!!!^* fi*"*** f ^^!'' ^"^"^^^^^^ generally offer safety of capital and" guaranteed 
J? fTi* 5 iT*^*.°^ than many flexible dollar investments. 
Flexible dollar investments are usually made in anticipation of a higher return. 
But a higher return generally means a greater risk of loss of capital. The 
actual degree of risk can vary, as will be detailed later on. — - 
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Risk of Loss of Purchasing Power 

In addition to the risk of loss o^ capital, there Is also the risk of loag of 
purchasing power . For exaaple, $100 in a savings account earning 5% per year 
will be worth $105 a year later (no compounding assuned for this example). But 
if inflation exceeds .5% in the same year, the saver has actually suffered a loss. 
The risk of loss of purchasing power due to inflation has been significant in 
the past few years, and probably will continue to be significant into the 
forseeable future. 

Risk of "Excessive Emotional Stress" is another important factor to keep in mind. 
Many people worry excessively about their savings and investments. Declines in 
value may be depressing, while increases in value may set off a spending spree. 
Some people probably should never make flexible dollar investments because of 
the risks of emotional stress. Emotional reasons may cause them to buy or sell 
at the wrong time, resulting in a loss of their capital. Other people cannot 
bear the risk of loss of their purchasing power in fixed flolUr investments, and 
so they reduce these investments to ,a minimum. 

ADDITIONAL CRITERIA 
Risk Versus Return 

As we have seen so far, every type of saving or investment plan carries with it 
a risk factor. Choosing the right approach for one's situation will make the 
difference between financial success and financial failure. 

For most families a prudent financial plan calls for establishing security in 
fixed dollar savings plans before assianing the risks of flexible investments. 
The risks that any individual or family can afford to assume will depend on age, 
^ income bracket, goals in life, and temperament. • 

• » 

For example, the young person who has many years in which to accumulate a retire- 
ment fund may choose a flexible investment, with growth potential in the form of 
common stocks or mutual fund shares. Although safety of capital and return 
cannot be guaranteed, these factors are less important because of the long time 
period before retirement and the possibility of future gain. 

The person who is just a few years away from retirement, however, may want to be 
very certain that the entire capital will be there when it is needed. Someone 
who is just retiring or has already retired may want to maximize investments in 
types that will produce current income and carry no risk of loss of cajfltal. , 

The Rate of Return and How Stable It Is 

This means tlie percentage rate of earnings on savings, e.g., a 10% return on $200 
means that you earn $20 during a specified period, most likely one year. The 
stability of earnings (whether they are guaranteed) is also an important factor. . 
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Convenience 

Itow close are the financial institutions you have sel^ected to your home or place 

of business? How accessible are they in terms of times of day or week in which * 

they are open to customers? What type of services do they offer? These are 

factors to be considered by the' prudent consumer. 

Liquidity 

This means the ease with which savings can be withdrawn and/or converted to cash. 
For example, funds in a regular type of savings accounts are more liquid than tho^e 
deposited in a 90-day account or a two-year certificate of deposit. Funds in 
stocky or mutual funds are more liquid than those invested in real estate or 
jewelry. 

Consumers who are willing to take time to investigate the many savings and invest- 
ing options available in the vast financial market will fine} that they have the 
power and control to make their money grow for them. This will happen whether their- 
needs are inmediate or long-term, whether they are rich x>t In modest financial 
circumstances. i 

Improving your financial situation is not a matter of luck; rather it reflects 
planning, defined goals, knowledge about options, and a deBire for personal success. 
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INVESTINg - BpWDS 

stScHirker lZ\]t":t terminology and the complex 

^-a^ln^I wi' *>«ll«ve that average consumers cannot make good judgements 

regarding .where or how to invest; and that usually they lose moJIey when auem^ting 

It is tru^that investing involves risk. However, consumers who take the time to 

>ituatiorv. need not despaii^. With^proper education and judgment, investing can be 
a successful way to help develop financial security.* investing can be 

» 

Fixed doUar savings, which have been discussed in other fact sheets, enable 
consumers to save on a regular basis. Small or large ainounts of Son;y c!n be put 
SaiJnJ SonSs "?hr':'' '^^^^^'^^^-^ of deposit, and U-s/coJernSe^f 

fJe cJtlSS nexiMri^f"* * '° ^'^^'^^ consumers can diversify. These 

!!!■.?! !! -5 ? '^^^^^ methods make it possible .for many 

Ss^siiiih fi^^;;^^ ^ -d to 

SnSs *iutu^^f.^.nH!"r"' °PPo^^^i^i«^«vaIlal,le-to consumers, such as stocks. 
SclDU ?J s^S^ci rl When using these approaches, the investei 

principal is subject to fluctuations In price. Depending upon the situation these 
fluctuations can result in possible gains or losses. H " ^^n^ situation, these 

iot^Lrrn'rJII***^ make sure they have funds available.' which are 

J?i,fMi S«M ***il>', budget or emergency finance cushion, before they invest in 
flexible dollar securities. The next step is to consult with a reputkble broke?." 

iv.?n^?fi°*'*"! shall examine one investment option-bonds-and 

evaluate its potential advantages, and disadvantages for consumers. 

CHARACTERISTICS OF BONDS 

Bonds are fixed income securities which offer a great degree of safety, especially 
when they have a high rating. .Bonds are consideJed a veJy secure metL oHnvelt- 
in«. as far as safety of principal (the money invested) aid interest U conce™" 

• 

. . , J'- ^ 

Th» foil wing ftct shMts on investaents have b««n grouped toatthe r In one 

offlSfMn;?}:"?' Thi» *" don. to preJent «n ov!«ll view of the 
22. i of tUoMt dolUr inveeting. If your Interest is In one psrtlcular 

y?ur topic of Interett. and then Continue with "Khat the Saall Investor NeSds 
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The issuer of bonds (borrower) promises to the bond holder that the money borrowed ! 
will be l-epaid to the holder in full at maturity. In addition, the botfid holder 
also receives a fixed amount of income, called interest . This interest is^pre- 
determined and remains fixed. This is the reason why bonds are called fixed ^ 
income securities./ They are also called debt certificates because they repre|ient 
an ojbligat ion which has to be repaid. 

Public or private entitles borrow money from consumers who are interested in 
investing their funds for a possible profit. These borrowing entitles are the 
federal or state government, municipalities, or corporations. They issue bonds to 
meet certain financial needs. In return, bonds are issued which promise to pay a 
specific amount of interest. 

The interest rate of bonds is predetermined and set at a fixed rate on the date of 
issuance. This means that when you buy bonds, you know what th'e interest is going 
to be. The interest rate never fluctuates. Another tejm used in connection with 
interest is coupon or coupon rate. Coupon refers to the interest (for a 6-month 
period of time). The coupon rate is another way of saying yearly interest rate. 

The yield to maturity expresses the true value of the average yearly return to the 
buyer. This is another way of defining the true return on investment. 

Bonds, also promise to pay back the par value on a specified date. This date is 
called the ma turity date . Par value is the value at which the bond is Issued. It 
is also called the face 1i?^alue and is the value stated on the bond certificate. The 
par value is usually $1,000 (in some cases $5,0Q0, $10,000 or more.) Owners of 
bonds are called creditors . 

Once they are issued, prices of bonds fluctuate, depending upon the price other 
investors are willing to pay in the market place at that time. This again depends 
upon the general money market situation, and interest rates offered by savings and 
lending insit itut ions . Bonds can be purchased or sold at: 

par value . ^ 

at a discount (an amount below par level) 

at a premium (an amount higher than the par level) 

Bonds sell at a discount when the current *price (cost to you todiy) is lower than 
the par value (when issued) . For example, the bond may sell for $750 while its 
par value is $1,000. ' 

Bonds sell at a premium , if the current prfce is higher than the par value of 
the bond when issued. For example, you have to pay $|,150 for a bond with a par 
value of $1,000. 

Only at maturity date are you sure to get the total face value of the bond paid out 
to you. Therefore, it is generally recommended that consumers buy bonds for income 
and safety, and only invest in them if they feel quite sure that they will not need 
to sell the bonds before maturity. 
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The fact that bonds are fixed incoie securities means th»t the steady income 
which you are^ing promised is guaranteed for a certain number of yekrs at the 
same interest rate. For instance, in the case of a 6% bond, whoever issues the 
bonds will pajj you 6% on the par value of that bond until it matMres. To cite afi" 
example, this would amount to $60 per year for every $1,000 bond you own. You 
may purchase bonds individually- or in larger numbers, depending upon choice and 
money available. 

In addition to offering steady inbome, bonds offer a written promise that the 
company will repay the principal at maturity. If you are a bond holder, you will 
be paid b^ck the face valye of the bond ($1,000 or multiples) at maturity (in 5, 
10, 15 years, or mt)re) . Meanwhile, you are earning interest. 

TYPES OF bonds'* 

Several types of bonds can be identified, depending upon who issues the bonds, 
rhe fo.ur basic types we shall examine are U.S. government securities, municipal 
bonds, corporate bonds, and utility bohds. ^/ 

U.S. Government 'Securities ^ 

Bonds are considered a relatively safe way to invest. In the case of govern- 
ment bills, notes, and bonds, the safety is almost "absolute." U.S. Governr 
ment obligations are^ully guaranteed by the government. They are of the 
highest quality available. They are issued with varying maturity periods 
ranging from several months to many years. They offer the greatest safety 
possible, as far as safety of your principal is concerned. U.S. Government 
Securities (also called government obligations) may be classified in several 
ways.. These are: U.S. Treasury Bonds- -medium- term bonds which mature between 
S and 10 years or more from date of issuance; U.S. Treasury Notes--which mature 
between one and seven years; and U.S. Treasury Bills--which mature within 3, 6-, 
9, or 12 months. , 

Several federal agencies also issue bbnds to meet their needs for money. 
Although these agency securities are considered very secure, they do not 
carry the same degree of safety as U.S. Government Bonds, Notes, and Bills. 

Municipal Bqnds 

Municipal bonds are debt obligajrions of state and local governments such as 
counties, school districts, and/highway authorities. The local governments 
borrow money to finance constni/btion or repair of highways, hospitals, or 
schools or to improve importanif public facilities, etc. 

Municipal bonds are ideal investments for people in higher income tax brackets. 
The income derived from them is exempt from federal as. well as state and 
local income taxes in the state in which they were issued. The higher your 
tax bracket, the more appealing this typ^ of investment. But investigate the 
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quality, of those bonds and buy well-known issues of larger entities. Also*, 
your broker or other financial advisor has special tables (charts)' which will 
help to evaluate your needs and determine if this kind of Investnent is good 
for your circuMstances. 

Corporate Bonds , 

Corporate Bonds are bonds issued by corporations. They usually carry a 
higher interest rateVthan other bonds, and^thoir rating is particularly 
iiq>ortant. \ 

Utility Bonds 

Utility Bonds are offered by such utilities as gas, electric, and telephone 
companies. They are generally considered safe regarding principal and 
consistent regarding interest payment records. However, this higher degree 
of safety usually results in lower interest rates to the investor. 

RATING * 

Consumers looking for security and safe investments should buy bonds with a high - 
rating. In general, the higher the rating of the bond, the greater the guarantee 
of uninterrupted payments and proper repayment ,of principa,! at maturity. 

The following rating systems are used by the two largest rating companies- -Mo^dy ' s 
and Standard and Poor's investment advisory services. 

Rating Systems 

Standard and Poor's Moody's Rating means 

AAA Aaa Bond of highest quality 

and lowest risk to investor 

High-grade bonds 



AA 


Aa 


A 


A 


BBB 


Baa 


BB 


Ba 






B 


B 






ccc 


* Caa 


cc 




c 


c 



Medium-quality bonds, 
relatively little risk 

The quality deteriorates, 
the risk Increases 



Speculative bonds which 
carr/. great risks for 
investors 



153 



Pact Sh««t #26 c- 

Notjj: In the case of Bunicipal, coirportte, and utility bonds, investors 
need to detenine t^e safety by examining the rating of that municipality 
oft (bganizlition. 

For additional infornatlbn about rating^f bonds', consult a financial expert, 
or check Moody's Bond- Survey or other (^ources of information in your library. 

ApVANTAGES OF 'sONpS 

Great "jafety vof principal when held to mSHlHty 
Fixed income (interest rate never fluctuates) 
Steady income , 

Interest is predetermined * 

In case of company liquidation ( bankrupt c>^ , bond holders have prior claim 
to assets (that which is owned by the company), ahead of preferred and 
common stock holders 

DISADVANTAGES OF BONDS 

. Not considered a good hedge against inflation ' K 

Prices fluctuate 

Some contracts have a call feature . This means that 'tihe company can recall 
bonds before they mature. They may take this action if current interest rates, 
drop and they do not wish to pay the higher rate. In such a case, the consumer 
receives the par value but maty find it difficult to invest the money at the 
previous higher interest rate 

. In case of company bankruptty with few or no funds remaining, bond holders 
will lose much or all of the investment 




Usually require larger irivestments than stocks or mutual funds 
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INVESTING - STOCKS 



It is coMon for fiBiUes to worry about ketplng up with Inflation. Thay feel 
they ahould save for their retirement or for other purposea, but therei never 
seens to be enough money accuiulated throughout the years. Many consuikers have 
successfully increased their financial worth by invest Ing wisely In s>3cks. 

Stocks represent ownership . Buyers bf stocks receive stock certificates as 
evidence of their owners^hip. Buying stocks means more than Just an Investment. 
It means becoming a part of a corporation in which you have faith. You hope that 
the company will grow and expand, and ^ will get a fair return bn your invest- 
ment. Stocks can appreciate in value anj yield a higher price at some time in the 
future. They can also pay dividends to shareholders. 

CHARACTERISTICS OF STOCK^^^ * 

Stocks have no maturity . This means that, there is no expiration date. The company 
does not guarantee repayment of your investment at any time or the payment of divi- 
dends. However, you become a part owner. If the company thrives and makes a profit, 
so do you because other investors will want to buy stocks and you will be 'able to 
sell yours at a profit. ✓ 

Your earnings-are called dividends ; Many of the companies which are traded on the 
New York Stock Exchange flo indeed paydividends regularly and have done so uninter- 
ruptedly for many years. 

If you are considering a specific stock and are interested in income , look into 
the company's record of dividend payments over the last few years before you buy. 
ordiviaSids^^"^*"^ provides stability of earnings and regularity in the payments 

If you are interested in growth of capital only, then consider purchasing stocks 
which are primarily growth-oriented. Growth stocks do not necessarily pay high 
or regular dividends. The company reinvests some or all of the earnings for research 
and further development to bring about more growth. This in turn can make your 
investment more valuable. Growth stocks also help you to participate in the growth 
of the economy or a particular industry. However, you have no gitarantee as to income 
and profits. You need also to be aware of fluctuations of stocks resulting from 
expectations in future earnings. You are your own money manager. You have to do 
the research and you have to know kihen to buy or sell. Lists of stocks which are 
either income- or growth-oriented Wn be obtained from a repulfable brokerage house. 

Stocks can offer knowledgeable investors great' oppbnunities for financial gain. 
The opposite is also true. Some people are temperamentally unsuited to own stocks 
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b«c«uie they ar* .upset by fluctuation. Othari, however,' love the exciteaent and 
posiibillty of gain. If the consumer cannot recoup any possible lossek through 
other incoM sources, different safer types of Investwent such as fixed incoae savings 
bonds, certificates of deposit, and savings accounts should be chosen instead. 

Stocks can benurchased on the New York Stock Exchange (NYSE), the Aijerican Stock 
Exchange (AMWQ, and over the counter (OTC) . They are bought and sold in a 
continuous market (where a large number of buyers and sellers continually biiy and 
seUy: This happens despite the fact that buyers and sellers are often thousands 
of Biles apart. The Stock Exchange serves as the central narket place. Stocks 
are bought through a broker who, upon receiving an order, places it on the exchange 
floor. At the saae tine, another order cosms in from a seller and this order is 
exchanged and negotiated on the exchange floor. If an agreement can be reached 
between buyer and seller, the orders will be executed. Buyer and seller are then 
notified that the purchase of sale has taken place. Prices of stocks flffctuate 
continually, based upon supply fnd demand. 

TYPES OF STOCKS 

The two major types of stocks are commpn stocks and preferred stocks . In general, 
it can be said that preferred stocks carry more income than conmon~Xtocks, and 
that the Income is more regular. Preferred stocks usually are considered more 
steady in price' than common stocks, yet they can also be sufeject to t^e same degree 
of fluctuation as common stocks. Many* investors buy preferred stocks because they 
feel that the income carries greater stability and is more^teady. Preferred stocke 
pay a somewhat higher return than bonds. In general, both common and preferred 
stocks ar^ considered a more risky investment than bonds. 

The fallowing chart compares the two baMc categories of stocks, and explains their 
advantages and disadvantages. • 



Common Stocks 

No maturity 

Ownership 
. Growth potential 

Income: Dividends as earned; 

no guarantee regarding dividends 



A -QUICK REVIEW OF STOCKS 

Preferred Stocks 



No maturity 
Ownership 

Growth potential, somewhat 
less than common stocks 

Income: Dividends will be paid 
before holders of cwaon stock receive ^ 
any payment. Dividends are generally 
promised and usually paid. A specific 
rate must first be approved by the 
company's board of directors for a 
given year 
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Prlc«t fluc^utt* 



In 0M« of liquidation, holdart 
of CO— o n stock aust wait until 
bond and praftrrad stockholdars 
ara paid 

Voting rights 

Can be good hedge against 

inflation 



^Prlcat fluctuata (in ganaral 
soaawhat lass than eomon stocks) 

In case of liquidation^jJboldars hava 
prior claia to ass^tKiip to par v{ilue, 
'bafora coMBon' sjfocl^ holders receive 
anything 




No voting r 



Can be a good hedge against inflation^ 
but sonewhat less than cosmon stock 



Holders of specific types of preferred stocks «ay beneflf^from ownership by holding 
cuBulative preferred ?tocks or part Ic ipat ing preferred stocks . On occasion, conpanies 
are unable to pay dividends on the .preferrea stoci *" " 
the investor in futi^re years If monies are/ aval 
are called cunulavlve preferred stocks,) 



ocks. Th^ promise to compensate 
lafle. --CAese types of Investments 



Preferred stockholders may also receive special treatmei»€ regarding dividends, 
(These types of stocks are called participatlng^i^^efpirfad stocks.) 

STOCK PLANS FOR SMALL INVESTORS 

It is possible for small investors to lnvo8♦H^k)dest amounts of money on a regular 
basis for the purchase of stocks. This is done by purchasing fractions of shares 
of a particular stock. Some brokerage houses offer plans which let you invest 
small amounts of your choice at periodic intjarval/ ranging from one to approximately 
three months. v 

ADDITIONAL INFORMATION 



For more information on investing^ contact your broker or write to the New York 
Stock Exchange. 11 Wall Street, New York, New York 10005 and Request publications: 
"Ten Questions to Ask Before You Buy Stocks" and "How to Get Help When You Invest." 
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INVESTING ^ MimiA^i FUNDS 

ikxtxxul fiindi «rt< Invtstmnt coq^anlet which offer professional nanagement, 
diversification, and research capabilities to consumers- -services which the 
SMll investor ordinarily cannot afford* 

When a consuaer iHiys Mutual fund shares, nonies are pooled from a large number of 
investors to form a mutVtal fUnd. Managers of the funds use these monies to invest 
in many different securities. Each individual investor receives a certificate 
which declares all the terms of ownership, (e.g., 100 shares of XYZ #und). But, in 
reality, the investor has part ownership in a number of different types of securitie 

CHARACTERISTICS OF MUTUAL FUNDS 

Mutual funds offer diversification,- which means that they invest in a large number 
of different stocks, bonds, and government securities. This spreads the risk of 
loss because a larger number of securities are involved. Many times consumers 
cannot have such diversification when investing by themselves, as this wcmld require 
too much capital. Mutual fund coiq)anies have a profltssional staff which analyzes 
reports and makes recommendations to management regarding what types of investments 
to buy. 

Different mutual fiinds have different objectives. Depending upon their stated goals 
they can be income*-orlented , which means their goal is to produce a relatively high 
return for investors; growth- oriented , which means appre^ciation of capital Is their 
goal; or speculative , which means they intend to take large risks for a possibly 
large profit. There are further graduations and specializations within these group- 
ings. " 

Speculat,ive type investment companies, such as venture capital mutual funds, invest 
in risky situations --speculative relil estate and other ventures. 

The objectives of the mutual fund are spelled out in a report which Is called a 
prospectus . By analysing a prospectus, a consumer can determine whether. the 
fund meets his/her specific needs. Some funds may operate under one family 
or flmd nam« and be managed by- different people. Bach of these various funds - 
has a different objective. It is up to the prospective Investor to be knowledge- 
able before' Investing. 

The following list illustrates various types' of funds in greater, detail. They 
range from conservative to growth-oriented to' speculative. 

I 
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MUTUAL PtMD TYPB8 



Monty Mrktt fUn4t - 
Bond funds - 

Unit invastaont trusts - 
Incona funds - 

Balancod funds - 

« 

Incone and growth funds - 
Growth funds - 
Aggressive funds - 

Speculative funds - 



Invatt in U.S. Tratlltrr Bills and oihar 
typas of aonty atrkat initruMnts, 

Invest in bonds and trade these securities 
to take advantaie of aarket changes 

Fixed portfolio consisting of debt obliga- 
tions (short, intermdiate or long-tens) 

Priaary investaent objective is incoae, not 
growth; they invest priaarily in preferred 
stocks and bonds for high interest and yield 

Bonds, preferred and connon stocks^ included 
in portfolio 

Diversification in comnon stoc^cs 

Stocks with growth potential 

Aggressively growth-oriented; more risky than 
than growth fUnds 

Specialized funds such as oil, real estate, 
cattle, special situations, undervalued stocks, 
venture capital situations 



In general , autual fiinds should be bought for the longer tenh only; they are not 
aeant for trading. If used properly, mutual funds can be considered a good 
financial option for the smaller investor. ' 

ADVANTAGES FOR THE SMALL INVESTOR 

^ No technical knowledge or experience is necessary. The problems of "which 
stock to buy," and "when to buy or sell" are solved for you by a professional 
research staff. 

. Modest susis of money will buy a diversified portfolio, thus spreading risk. 

DllsADVANTAGES fOR THE SMALL INVESTOR 

, Somebody els»e makes investment decisions for you. 

' * 
i 

. There is a matiagement fee and/or a sales commission involved. 
. Mutual funds can be just as risky as stocks', 
. Large fimds can lose flexibility. 
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If you are considering investing in mutual funds, first determine if this kind , 
of investaent is consistent with your financial goals and objectives. Remember: 
Mutual funds and stocks are investments which always involve at least some risk of 
loss of principal for investors. 

PURCHASING MUTUAL FUND SHARES 

Mutual funds can be purchased directly at a fixed amount, or on the basis of a 
long-term sales plan. There are voluntary accumulation pltlas and contractual plan^ . 
In a voluntary accumulation plan you may buy as often as you wish and in amounts 
of your choice. In contractual plans you sign a contract that you will invest a 
specific amount of money over a period of years. Contractual plans are not neces- 
sarily considered a wise choice because the investor is locked into a plan for many 
years. In the event that the plan must be discontinued, chances of profit can be 
slim. A substantial portion of the investment pays for the commission during the 
early months or years of the plan. ^ ^ 
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lm^T THB SMALL INVBSTOR NEEDS TO KNOW 
THE INVES-mBNT CLUB WAY OF INVESTING * 

An investment club is, a ntwprofit orgsniistion foi»«d voluntarily by t group of 
people, usually up to 15 in number. The club members put aside a small amount 
of money every month, $15 or $20 per person. They purchase stocks which are 
selected at monthly meetings. Mwy^ times one member of the club is selected to 
serve as the reporter on general economic situations; another is choSilT to report 
on special groups of stocks. 

Investing money through an investment club is primarily an educational experience. 
There is very little risk involved to the members. There is little profit to be 
gained as well. Many investors consider investment clubs an excellent and enjoy- 
able way of learning to invest money. 

For further information, write to the National Association! for Investment Clubs, 
NAIC, P.O. Box 220, Royal Oak, Michigan 48068. 



DOLLAR COST AVERAGING AND OTHER ACCUMULATION PLANS 

A system of buying securities whereby a given amount is invested in a given 
security periodically. The investor invests a given amount each month with a 
brokerage house (ordinarily a single stock is purchased). When the price of the 
security is high, fewer shares are purchased; when the price of the security ts 
low, more shares are purchased with a given number of dollars. For instance, 
if one were to put $60 per month in a particular stock, he or she can buy six 
shares if the price is $10 per share, but only five shares if the price goes- up 
to $12 per share. 

Some brokerage houses offer such plans to investors. Write also to the National 
Association for Investment Clubs (NAIC) regarding stock purchase plans for small 
investors. 

* ■ ■ 

HOW TO CHOOSE A BROICER 

Brokers and other financial advisors must be chosen with great care. iFls * 
important to select a reputable brokerage house— a large or established insti- 
tution^ preferably with its own research department. The broker you choose should 
be experienced in investing. You should feel comfortable talking to him/her and 
find him/her sympathetic to your goals. 

If you start an account with a brokerage house, do not accept the "broker of the 
day." Instead, request a meeting with the manager, and explain your objectives, 
personal make-up, and financial situation. A broker should be assigned to you 
who will suit your personality and financial needs. n, 



Fact Sheet »29 • ^ 2. 



You need to know that brokers atd under jipecif-ic and detailed obligations pre- 
scribed by law, such as the rule» of the Securities and Exchange Commission (SEC), 
state securities regulations and securities industry self -regulatory requirements, 
governing their dealings with clients at all times. 



Do NOT choose a broker who: 
offers hot tips 

promises to douUe yOur money in one or two years 

comes from a small or unknown Investment house, if you did not 

research the company. 

The wise investor selects a broker who relics upon careful research, provided 
either by the broker^ige firm or a reputable research institution. The broker should 
offer understanding, professionalism, and proper knowledge. 

It is often helpful to ask for a referral from someone you know very well, who 
has been served satisfactorily. 



I 



PROTECTION AND INFORMATION FOR INVESTORS i 

. An Office of Consumer Affairs has been established, under the Securities 
Exchange Commission, to deal with problems of small investors. If you have 
complaints about matters pertaining to securities, contact the Office of 
Consumer Affairs, Securities Exchange Commission, 500 North*^Capital Street, 
Washington, D.C. 20549. 

, The Shareholders Investors Protection Corporation (SIPC) is a government agency 
which insures investment accounts held with brokers for up to $100,000 in value 
and up to $20,000 on any cash balance. Some brokerage houses have purchased 
additional private insurance beyond this coverage. Check with your brokerage 
house if this matter is of interest to ybu. \ 

• National Association of Securities Dealers, Inc. (NASD), 1735 K. Street N.W., 

Washington, D.C.^ is a self- regulatory organization for broker-dealers throughout the 
country (13 field offices). It handles customer complaints on an ongoing basis 
and is empowered to take disciplinary action against its members. 

. Securities Industry Association, located at 20 Broad Street, New York, New York 
10005, is the trade association for the securities industry. This corporation 
also answers questions or helps mediate problems. 

. Investment Company Institute, located at 1775 K Street^ N.W., Wash ingtoi^ D.C. 
20006, is a trade association for the mutual funds industry. It acts as a 
clearing house for iaformation regarding mutual funds,, and also answers questions j 
and mediates problemsL. \ 
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NHBRE TO GET ADVICE 

The search for rellabU advlct aiid Infonuitlon Is a pfobloa which tonfronts iK>st 
investors. The following are sources of Infoniation for you' to consider: 

A reputable brokerage house, bank, or other financial institution, insurance 
coMpany or agent. The professional (broker, banker, insurance agent) will provide 
you with information. It is your Job to take that infomation, examine it, and 
make a decision based upon your personal circumstances mid goals. A financial 
specialist may be recoimnended to you by someone you trust. It is important that 
you establish a good working relationship with this advisor. Once trust has 
been established, do not switch constantly from one advisor to another in the 
hope of higher profits. ■ ; y 

The library is a source of much good information. You should research th© 
company which interests you. Examine its financial standing and future prospects 
and read books on the subject. Newsletters, periodicals, and magazines are 
also available at libraries for your use. 

Refer to the attached list, "Sources of Investment Information," for further > 



Fact sheets 26-29 have provided an overview pf the various investment options 
available to -consumers. As a potential investor, you can continue your financial 
education through research and by interviewing your broker, accountant, financial 
advisor, and other knowledgeable people. Putting monies into stocks, bonds, 
mutual funds, and real estate offers potential financial gain to those who invest 
prudent 1 y . . ' , 



reading. 



CONCLUSION 



Good luck! 




SOURCES OF INVESTMENT INFORMATION* 

1. NEWSPAPERS AND PERIODICALS 

Barron's National Business, and Financial Weekly, Dow Jones and Co., Inc., 
22 Cortlan<|t Street, New^k, N.Y. 10007. Published weekly. 

Comisercial and Financial Chronicle WiUiam D. Dava, 25 Park Place, New York, 

/ N.Y. 10007. Published twice weekly. 

Porbes Forbes^ Inc.^ 60 Fifth Ave., NevT York, N.Y.. 10001 ^ 
Published twice monthly. <^ 

The New York Times Financial Section, The New York Times Company, 229 West 

43rd Street, New York, N.Yr 10036. Published daily. ^ 

♦ 

The Wall Street Journal Dow, Jones and Co., Inc., 22 Cortlandt St., New 

York, N.Y. 10007. Published MoAday through Friday 
except holidays. 

The Wall Street Transcript »Kall Street Transcript Gorp'oritidn, S4 Wall 

Street, New York, N.Y. 10005. Published weekly. 

2. SERVICES 

' Investment Company, 1978, Mutual Funds and Othei; Types 

Woisenberger Services, 1 New York Plaza, New York, N.Y. 10004. 
Published annually. 

♦ • 

. Moody's Investors Service, Ino. , 99 Church Street, New York, N.Y. 10007. 
Publications of particular interest to the individual investor include: 

Moody's Handbook of Common jtocks . ' 

Moody's Stock Survey * * 

Moody's Bond Survey , • 

. Standard and Poor's Corporation, 345 Hudson Street, New York, N.Y. 10014. 
Publications Qf particular interest to the individual investor include: 

The Outlook , published weekly 

Stock Guide , published monthly 

Standard nTy.S.E. Stock Reports 

Over the Counter and Regional Exchange Reports ' 

• The Value Line Investment Survey , Arnold «ernhard and Co., Inc.; The Value 
Line Building,, 5 East 44th Street, New York, N.^^10017. Published weekly. 

« 

* Urn ' . ■ ^ . ' 0 

Many of these can be found in a. local library or brokerage offic( 




D*«r Friend, 

This quit covers Fact Sheets 22 through 25 of Unit V — Maying Your Money 
Grow. • , 

» ■ " y 

After reading the fiict sheets, you are ready to complete thtf quiz. Fe^l free 
to refer to your fact sheets whenever necessary. Plei^se ^llow the quiz 
instructions and return the quiz in the return envelope.* 

* ' • 

V . 

• * . * , : 

Name 1 



Addterys 



Zip 



Instructions: * - ' * . 

This'quiz contains two. types of questions, true-false and Multiple choice. 

'True- false: Circle "T" if the statement is true and "F" if the statement 

^ is false. ' 

" *■ 

>fc^^tiple choice; "Select the bes,t possible answer and write the-c6rresponding 

letter in the blank provided. ^ 

1) T F A moderate savings plan geared towards^ planning for financial security 

in retirement years may require a personal and- fkinily adjustment in 
present spending and life- style. 

2) Reasons why people save include: 

a. emergency (medicfel, loss of job, etc.) 

b. vacation; leisure * . - 

c. wedding of a <:hild 

d. downpayment for a hoAe ' ^ 

e. a and b 

f. . all of the above , ' 

3) T F In general; the safer the principal, the, higher the rate of return. 

4) T F Credit unions are owned by thei^ depositors and regular savjhg is 

encourtged through the automatic payroll deduction plan. 




5) T P Once you buy a Certlflcjtt* of Deposit you can jusually withdraw noney 

« at anytime, but doing so before auiturlty will result In s lowdr 
earnings rate and the loss of some Interest. 

6) This question is in reference to the tlonthly Grow Power, Chart I, on 

fact sheet #24, page 4. If one saves $20 per nonth for the college 
education t)f a child who Is presently 4 years of age, how such savings 
could one expect to accunulate (not Including taxes) when the child is 
17 years old? ' (/ 

a. $ 247.01 , ^ 

b. $4974.16 ^ 

c. $7207.29 < . • 

d. $1375.56 

7) T J Both Series E and Series H bonds, are bought af a discount and pay a 

higher face value at maturity than at time of purchase. 

8) Which of the following is not an example of a fixed dollar investment? 

a. government savings bond 

^. mutual funds • 
c certificate of deposit — ' 
d. savings account 

?) T F Risk of loss of capital refers to the possibility that the consumer 
. V - might lose any of the investment he/she made. 



w^th "v 



10) T F Liquidity refers to the ease with "which savings can. be withdrawn and/or 
converted to cash. 'r v 



We would appreciate the following information to help improve bur Service: 

' JHave'you used or .shared any of this information from^the fact sheets or 
do you.plan to do so?* \ 



If yes, "in what way? 



* 




♦Applicable only If this unit has been ^<fiiinlste»ed througli a- County Copiterative 
Extension office. If pot, please -coapletevthe quiz and retain foi- your own 



benefit and reference. 



/ 

/ Appendix 

quiz KliY FOR UNIT I - FINANCIAL PIJ^NING , 
n t Which of the following may influence your flnanctal decisions? 

a. parent^' attitudes d. your children's needs I 

b. your mood e. your decision to change jpbs 

c. your spouse's goaK f. all of the above 

(fact sheet #1, pages 1.2) ^ * -t * 

* Bt^fo^c setting up a budget, you should understand family values, think 
about your goals, examine your personal sitAiatipn,' and communicate with 
other family members, if applicable. ^ i 

(tact sheet #1 pages 1,2) 

One purpose of setting up a budget plan is to meet individual and/or 
family goals and needs. 



(fact sheet #2, i>age 6) 



4) T (y) Net income is all the money that you earrt before taxes and ot;her deiluvtions 
are subtracted! ' . . 

(fact sheet '#2, page 1)'' ^ , ' 

Paying bills by check can be a hclpfuL tool for record-keeping purposes, 
(fact sheet #2, page 2) ^ - 

(0 (t) I' One way to meet large irregwltrr payment 3 such as car insutance, is to 
break down the large sums into small sums which can be set aside until 
the payment is due/ ^ ' 

■ ^ ' 

(fact sheet #2, page 1) * . 

7) r (jy Went or mortgage payment is consldereil a<flexibte expense. 

tfact sheet #2, page 11 ' \ 

8) 0 F . I. iquid'assets are eaitily converted into, fasJi within short period 



of time. 



'I 



(fhl-t s-hoet nS, page =1) ' . - .. '/ 

... \ 



i 
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Key for Uiu.t ^ J iiianclal Planning Pajje 2 



a Finahci^il net worth is: 

a. total assets minus total liabilities 

b. liquid assets minus oth>er assets 
original price minus market value 

d. liabilities minus liquid assets 

(fact sheet #3, page 2y^ 

A. IS possible to control your money rather than having your money 
cont ro 1 you by : 

a. taking financial inventory 

b. understanding individual and/or family values, goals, needs, and 
prior it i t^s 

c. developing a workable budget 

d . all of t he abovci 

(fact sheet ^ ?. ^ page (>) ♦ 



/ 



/ 
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QUIZ KliY FOR UNIT IJ -- COPINCl W ITH CRHDIT 

T (y) \\c amount of i- red it you can safely take on depends only on the size 
of your inv>ome. 

ff 

(fact slieet *4, \^iigc 1) 

(^T) \- It is easy to over -buy when using credit cards. 

(fact sheet #4, page 2) 

(j^ I' hamilirs who habitually buy on crtnlit may add as inucli as 18% to the 
cost of goods aiul services. 

(tact sheet ^4, page 3) 

I* (T^ When usAMg M Mst a 1 linent credit, -tJ\e cust omer, owns the goods as soon 
as thev are in his or lier possession, 

(fact sheet .#4, page 7>) ^ , 

d The mam reason for establisliing a good credit rating is: 

a. all your friends haife one 

b. to be able to open^a checking account 

c. employers like to see it before hiring you 

d. it will l)e easier to get a loan when you need it most 

(fact sheet ^S, page 1) 

A credit bureau is the same thing as a credit grant oi , 

[fact slieet //r>» page 4)* \ 

b A consolidation loan is: / 

\\ a, m*iriy smtjll debts' which you have to pay 

\ b. one large loan to gay off many sipall debts 

c, il ♦low- i nterest loan , . 

d. a loan wit It a few large payments 



(fact slieet /^(>, page 1) 



8) T© IVhcn yau use a credil\g^unsel 1 ing service, you can continue to use 
any of, your credit cSrds. 

(fact sheet #b, page 2) 
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Key for Unit II -- Coping With Credit p^^^ 2 

y)(j) h JVhen you are us inn u credit counseling service, many 

creditors will make adjustments if spoken to and convinced of youf 
sincerity and willingness to pay. 

(fact sheet »i, page^ 1, 2) 

H») \ (7) The cheapest way to pay for a car is to finance it through the car 

(fact shoot #7, pages 1, 3) 

in (3 » An accolatation clauso in a loan contract means that the entire balan. 
may come duo at onco. 

(fact sheet ^7, page 2) 

KM t(T) All car loan contracts are the same, therefore ^ou don't have to 
•mderstand what all the terms mean. 

(fact shoot #7, page 2) 



/ 

( 



QUIZ KKY FOR DNIT ;il P IANN ING FOR PRQTECl[lQN: LIFE INSURANCE 

1 ) F Most innurance policyholders are either over- or underinsured . 

r (fact sheet *9, page 1) J ^ 

1) 1 The proper insurance plan takes intti account only the policyholder's 
income. 

(fact sheet #9, page 1) 

^) (jD Your original I i/e insurance pal4£y should take care of your family's^ 
^ needs throughoi^t your entire IJfo. 

(fact sheet #9, page 2) 

n(7) F It is a good idea, but l^ot eASy, to comparison shop for life insurance. 

(fact sheet #9, page 3) 

T^T^ lorm insurance allows tor ajruiklup of" cash value and some savings. 

(fact sheet #10A, page 1") 

An tMidowmont policy is also considered a savings plan with term 
msuranc^^ * * 



(fact shcHv^OB, pag.e 3) 
F iomtun it ion plans arc good for meeting the needft^ of the family, 
(fact sheet pa^e Ip) 



8) c Which typo of insurance policy/provides maximum amount of pro|^oction 
for low cost? 

a. endowment ^ \ 

b. \(fflu>l e 1 i fe ^ 

c . t e rm 

(fact sheet #1()A, page 1") 

A pol icy hollies- can borrow against which fypQ of insurance pblicy? 

V f 

a . t e>in 

b. whine 1 i fe 

c. both 

(fact sheet #10R, page 1 ) 



Qiii2 Key for Unit HI FMannins for Protect ion: U f c Insurance Page 2 



10) 



RiJors are: 

a. new pol ic i es 

b. cash bin Id ups 

c. additions to a I ready ex i st ing policies 

(fact sheet ^12, page 1) 
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ICLY FOR U NIT IV FINANCIAL ASPnCIS OF HOIISINC 

I) ^t) F Property tuxes and the interest portion of mortgage payments can be 
deducted from taxable income. 



(fact sheet page 2) 

f 

,1 \ 



'2) a (lonorally, monthly payments of principal, interest, ami taxes should 
noi exceed more than: 



a . one week ' s pay 
h, two weeks' pay 
tliree weeks' pay 

( fae t slieet ^14, page 1 ) 

^) c You may jjet a lower price if you lunise luint in tl\e; 



a . sumine r 

b. tall I . 
c . w i n t e I- 

d. spriMK 

(fact slieet ^ 1 r> , pajje V) 

'H ^^T) I- A purchase agreement includes all terms and conditions of the 'sale, 
hut does not give the huyer the title to tlie i)roperty. 

(fact sheet ^IS, page 1) 

S) r (jj^ harnest money is always returned if you cliange your mind ahout l>uying 
the liouse. 

(fact sheet ^IS, page 2) 



()) ''Clouds" on property are: 

a. disputes over property boundaries 

h. restrictions on property, either recorded or unrecorded 
c. defects in tlie liouse itself 
d . c los I ug cost s 

(fact sheet ^IS^ page 3) 



V 



Quiz Key for Unit IV — Financial Aspects of Housing 



I>ge 2 



7) |1atch the following: 



a. Depreciates faster than 
single- fiuni ly home 

✓ 

(fact sheet 17, page 2) 

b. Shareholders share ownership 
of entire complex 

(fact sheet ^17. page 1) 

c. Sections of house are rented 
out to help with mortgage 
payment s 

(fact sheet #17. page 1) 

d. Share ownership of land, 
but each unit is owned 
separate ly 

(fact sheet #17, page 2) 



1. Cooperative Apartment 

2. Mobi le Home 

3. MiUt iple-Fiuni ly House 

4 . Coridoroin iumy 

5. Single-pimi ly House 



i7l 



1 



/ 

QUIZ ICLY FOR UNIT V -- MAKING YOUR MQNRY GROW 

A moderate savings plan geared towards planning for financial security 
in retirement years «ay require u personal and family adjustment in 
present spending and life- style. 

(fact sheet #2 J, page 1) 
-'^ ^f,.. I^easons why people save include: 

a. emergency (medical, loss of job, etc.) 

^ b. vacation, leisure 

^ c. wedding of a child 

d. downpayment for a home 

e . a and b 

t . all of t he above 

(tact sheet 1*22, page 1) 

31 i (T) In general, the safer the principal, the higher the rate of return. 

(fact slieet ft2^, page 2) 1 

4)(j) I Credit Unions are owned by their depositors and regular saving ^ 
IS encouraged through the automatic payroll deduction plan. 

(fact sheet # J.I. page 1) ^ 

I- l)nce you buy a Certificate of Deposit you can usually withdraw money 
at anytime, but doing so before maturity will result in a lower 
earnings rate and the loss of some interest. 



0) 



(fact sheet #24, page 6) 

±_ nus question is .n reference to the Monthly Grow Power, Chart I, on 
tact sheet #24, page 4. If one saves $20 per month for the college 
edt/tation of a child who is presently 4 years of age, how mucA savings 
I'^earrold-r' including taxes) when the child fs 

a. $ 247.01 
h. $4974.16 

c. $7207.29 

d. $1375-56 A * 

(fact ^heet # 24, „ page 4) 
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Qiliz Key for Unit V — Making Your Money Grow Page 2 

7) T ^) Both Series H and Series H bonds are bought at a discount and pay a 

higher face value at maturity than at time of purchase. 

(fact sheet It 24, page 7) 

8) b Which of the following is mvt an example of a fixed dollar investment? 

a. government sav.ings bond 
,ual fimds 

ficate of deposit 
Angs account 

(fact sheet ^24, page 7) ^ 

F kisk of loss of capital refers to the possibility that the consumer 
might lose any of the investment he/she made. 

( fact sheet #2S , page 1 ) ? 

10) K Liquidity refers to the ease with which savings can be withdrawn and/or 

converted to cash. * 

(fact sheet #25, page 3) 
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Nujne 



Date 



Dear Friend, 

Recently you participated in a Home-Study Course, ''Your Money Matters." 

To help with the evaluation of this course, please complete this quest ionnai 
and return it in the envelope provided. Your cooperation in, returning the 
completed questionnaire immediately will he appreciated. ^ 

Sincerely, 



I! VA4A IAT I O N QlJi;ST I ONN A I RM 
1. Check tlie units you studied: 

^' Financial Planning 4. Financial Aspects of 

Buying a House 

- • , Coping With Credit 

Making Your Money Grow 

Planning for Protection: 

Li fe Insurance 

What did you learn? (Use back t>f sheet if you need more room.) 

( 

^. Has the course led you to take any action regarding your YES NO 

financial planning or money management? (Circle one) 

I. ^ If yes» what action did you take? 



5, l)o you plan to take any action in the future a result . YES NO 
of this course? (Cirjcle one) 

6. If yes, what, action do you plan to take in the future? 



V 



7. Have you shared or iised any of the information gained froip YliS 
this course with others? (iMrcle one) 

8. If yes. indicate in what wa^ you have shared or used tl\e J^t^ 
I nformat i on . ' ^ ^ 

I. with family 3, used in work 

' with friends 4. other (please explain) 

9. State what was most useful to you in the course. 



NO 



11). State what was least useful to you in tlie course. 




11. Were the materials easy to uiulerst ;uk1? (Clieck one) 

a. Very easy c. Just right e. Difficult 

lasy d. Slightly difficult 

12, Other comments; 



To help us interpret your feedback in a meaningful way. please provide usr with 
the followins infonnatinn! 



the following information 

M\ll CROUP • 

a. under 24 

b. 2S-44 

c. 45-h4 

d. over f)5 



a . 
b. 
c . 
d. 
o . 



hmpi.oymi:nt 

ful 1 -t ime ' " " 

part-time (under 20 hours per week) 
retired v 
une|nployed ^ 
other • 



lotal iuiml)er of family memher.s'i'n your household 



e 



I NCOME 

under $3^,/-)99 
,4,000 ' 9,999 
lO.OOO - 14.999^ 
IS, 000 ^ 19,999 
ov^r $20,000 



liDUCAriON . 



a 



nonhigl^ .^chotvl graduate 



high school graduate 



high , school and training 
or some col lege 



college graduate 
other 



male 
female 



Citfi town; etc 

* 

County 



RnSIPliNCIi , 



Urban 



Rural 



All information is confidential and w411^nofb« released except in sopie 
tabulated form for. educational evaluation purposes. 



Than-k., you ! 




AboMt the Author 



Y 



Oenise Mate|ic is Associate 90eaall^^t in Family Resouice M'anagemeni, De- 
partiTiont ul Htm\e tconOmioa; Cqpk "College, Rutgers University She has aMas 
■tt)i s degr&e from the School ol Blisiness AdfTimistration in Vienna, Austria, an^id 
post giaduate work- at the Institute oft^inan'ce, New Vork, the American IrastitutAof 
Banking, ahd the Now Jorst^y Protessibnal Schcx)! ol Business 



As a family resource maqagemen|,specialisl.. shf) provides assistance t« Exton- 
'sion (acuity and other prolessionjjis in developrig, implementing* and evaluating 
tHiucational programs in family financidl managjemenl and consumer economics . 
Shu has written extensively foi the Cooperative'Extension Service, Cook College, 
Rutyeis Univeisity, and co-authored Persona/ Money Management. GuidQlmes for 
Aw ni; used nationally and ottier publiciilions us^d; regionally 

Shtj has heei't a guest lectuioi at Rutgers University's Douglass and University 
Colleijes Faiiteigh Dickinson 'University, apd many N«w Jersey comftujnity col- 
Sne has also hosted two television sones \n consumer education A4f^ 
Mateiic has tieon a tfequent speaker at senf^mars and workshops for professkonal 
and community. groups on a county, st^e, and national level She has' also pro- 
violed tiaining tcir employees of seyeiaHndustnal corporations 

'Mrs Mateiic 15^9 member of the New Jersey Bell Consumer Advisory Panel, the 
New Jersey Ford Consumeo Appeals Board, and a director of the New Jersey 
Consuaiers League She s^rvSs as a member of the American Courtcil of Life 
Ifisuranco Advisoiy committtee, and has been consultant fpr the New Yor\ Stock 
t Kchange, Household Finanrte Corporation r Gulf Oil Consumer Affairs office, and 
New Jersey I3epanment.of Edycation* Centej^for Consumer Education Services 
She IS a memr^r of the AlVtheast Exl^sion Publication Committee on 
Managem*nt/(8sn>umer Educaftoh She is a eiember pf the Amencan and New 
Jersey JHome EcoAomics Associyion, New York Reqiortel Council for Industry- 
Education, Corpora Jon, Amencary Council of Consunrf^Whtefests. and WonDen's- 
Sludies lnstitute,of Rutgets University She has been listW in the i979 edit)^ of 
Who s Who. in Finance and Industry . " . - 
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